INTERIOR DEPARTMENT APPROPRIATIONS FOR 1952 


THURSDAY, MAY 10, 1951 


UnITED STaTEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 
F-39, the Capitol, Hon. Carl Hayden (chairman of the subcommit- 
tee) presiding. 

Present: Senators Hayden, O’Mahoney, Ellender, Cordon, Wherry, 
and Young. 

Senator Haypgen. The committee will be in order. 


STATEMENTS OF OSCAR L. CHAPMAN, SECRETARY; WILLIAM E. 
WARNE, ASSISTANT SECRETARY; VERNON NORTHROP, ADMIN- 
ISTRATIVE ASSISTANT SECRETARY; AND D. OTIS BEASLEY, 
BUDGET OFFICER 


STATE LICENSES FOR VIRGINIA ELECTRIC COOPERATIVES DISCUSSED 


Senator Haypen. You may proceed with your statement, Mr. 
Secretary. 

Secretary CHapMANn. Thank you, Mr. Chairman. 

Before I proceed with my prepared statement, I would like to sub- 
mit for the record a letter from Mr. I. E. Smith, manager of the 
Mecklenburg Electric Co-op, in answer to Senator Ellender’s question 
on Tuesday relative to my statement that the co-ops in the State of 
Virginia had not been able to get a permit from the State Corporation 
Commission of Virginia to build a transmission line. 

Would you prefer me to read it, or put it in the record, Mr. Chair- 
man? 

Senator Wuerry. Please read it in the record. 

Secretary CHAPMAN. This is addressed to me: 

Hon. Oscar L. CHAPMAN, 
Secretary, United States Department of the Interior, Washington, D. C. 


My Dear Mr. Secretary: 

Last. week, as you know, the House of Representatives eliminated from the 
Interior Department appropriation for 1952 funds to be used by the Southeastern 
Power Administration for construction of a 115-kilovolt double-circuit transmis- 
sion line between Buggs Island Dam and Langley Field, Va. Allow me to emphasize 
that construction of this line and other lines appears to be the one remaining hope 
of electric cooperatives in the southern part of Virginia for obtaining Buggs 
Island hydroelectric energy, to which they are entitled under the Flood-Control 
Act of 1944. 
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The cooperatives have already attempted without success to obtain Buggs 
Island power by building their own lines to the dam. The Old Dominion Electric 
Cooperative, comprising 11 of the rural systems in Virginia, obtained a 
$14,320,000 loan commitment from REA to build an integrated system especially 
designed to utilize most effectively Buggs Island hydroelectric energy. It was 
planned to connect this system directly to the Buggs Island switching frame. 
The Commonwealth of Virginia, however, through the State corporation com- 
mission, refused the Old Dominion group permission to execute this loan on the 
grounds that the cost of the power produced by the plan would be higher than if 
it were purchased from the Virginia Electric Power & Co. at a rate of 7.5 mills 
per kilowatt-hour. This rate was offered to the cooperatives by the company 
only after REA had made the Old Dominion loan commitment. The cooperatives 
were thereby prevented from securing their rightful share of the Buggs Island 
power and energy. 

Construction costs have not decreased since the Old Dominion application was 
denied and we have been given no indication that the State corporation commis- 
sion of Virginia will reverse itself at any foreseeable future date. It is therefore 
evident that construction of transmission lines by the Southeastern Power Admin- 
istration is the only way in which our systems can enjoy hydroelectric service 
from Buggs Island. 

Sincerely, 
J. E. Smrrn, 
Manager, Mecklenburg Electric Co-op. 

Senator Ettenper. Mr. Chairman, in connection with that letter, 
I want to say I discussed the matter with several individuals yesterday. 
The impression that I got was that the reason the Virginia commission 
refused to grant this permission is that they intended to put up a 
steam plant that would generate electricity at a cost greater than that 
at which it could be purchased by the Virginia company. That was 
the basis of the refusal. 

It is my belief, if an effort is made to build the line and nothing 
else, that they should have no difficulty in obtaining permission. 

I want to repeat, if the State of Virginia stands in the way of the 
cooperatives building this power line so as to hinder them, I would be 
in favor of voting the right to the Secretary, because he does not have 
to obtain that permission. 

I do not think it is right and fair for the State of Virginia to come in 
and simply put its foot down and not grant permission to a cooperative 
to build a line to Buggs Island. 

Secretary CuapmMaNn. Thank you, Senator. I appreciate that. 
There ought to be a basis upon which this problem could be worked 
out. It will have to be based on some appropriation consistent with 
carrying it out. 

Senator ELLenpmr. It is my belief, if this Old Dominion cooperative 
were to renew its application and base it solely on a permit to build a 
transmission line and leave the steam plant out, that it would probably 
fare better. 

If it does not, then you could be empowered yourself to do it. 

Secretary CuapMaNn. I am not competent to answer your statement 
in regard to the technical requirements needed in integrating a rural 
electric co-op system. It seems in the past they have needed a 
certain amount of steam generating capacity to firm up the power 
they get from the hydroelectric facility in order to make their 
projects feasible. 

Senator Extenper. The Virginia commission takes the position 
that the Virginia Power Co. can furnish that power to firm up as 
cheaply as it can be produced from a steam plant. 

Let them show their hand. 
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Secretary CHapMan. I agree with you if we can get the lines. We 
do not want to be in a position of answering for REA. However, 
they may have technical problems involved with which I am not 
familiar. 

I would not care to commit them to a position on the steam plant, 
because I would not know. 

We feel that we should have the appropriation to build these power 
lines to the co-ops and to the municipalities in order to meet the 
requirements of the law. 

At this point, I would like to respond to several questions asked on 
Tuesday regarding the wheeling contracts and the power rates to be 
determined by the Federal Power Commission relative to Southeastern 
Power Administration. 


NEGOTIATION OF WHEELING CONTRACTS 


I have prepared a two-page memorandum that sets forth the 
authority and responsibilities of the Secretary of the Interior in nego- 
tiating a contract for wheeling power. 

Senator Haypen. I asked the questions. 1 would be glad to have 
you read the memorandum. 

Secretary CHAPMAN. Rates are submitted to the Federal Power 
Commission for their approval, but they do not negotiate the contract. 
We must do that. 

I do ye want to delegate any responsibility of that kind to another 
agency. Ido not think I could. I would not think it would be wise 
administratively to do it. 

1 would like to read this memorandum. It is 2 pages. 

In answer to a question asked last Tuesday about VEPCO’s offer 
to wheel power at rates determined by FPC, I should like to bring 
the following to the attention of the committee: 


VEPCO CONTRACT OFFERS 


VEPCO has made numerous wheeling offers to various groups 
including the Public Corporation Commission of Virginia, the Federal 
Power Commission, committees of Congress, and, finally, on the floor 
of the House. 

I am informed—and I think the record will bear it out—that a 
Member of Congress on the floor stated that an offer had been made 
to him. 

Among these various offers, VEPCO proposed to wheel power “at 
cost,’ but at the same time wanted this “‘cost’’ to be determined by 
the Federal Power Commission, or, in the alternative, that it be 
determined by three experts, one to be appointed by the Southeastern 
Power Administration, one by Virginia Electric & Power Co., and 
the third should be the Chief of the Bureau of Power of the Federal 
Power Commission. 

There are good reasons why these suggestions could not be accepted 
by the Department. Under the law, the Secre tary of the Interior is 
charged with the function and duty of disposing of the power from 
Government hydroelectric projects. His is the responsibility to enter 
into contracts on such terms and conditions as would meet the 
standards prescribed by law. This being the Secretary’s respon- 
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sibility, he cannot redelegate the responsibility to others over whom 
he has no control. 

Even if the Secretary could delegate this responsibility, it is doubt- 
ful that VEPCO and he could confer jurisdiction upon the Federal 
Power Commission to determine what the wheeling charges should 
be. 

NONDELEGABLE CONTRACT JURISDICTION 


Under section 5 of the Flood-Control Act of 1944, the Commission 
has jurisdiction to confirm and approve the rate schedules in the 
disposition of power; otherwise, they do not become effective. The 
Commission has no jurisdiction to enter into contracts for the 
Secretary, nor to determine the rates which the Secretary should pay 
for the wheeling of power. 

Even if the Secretary could delegate this responsibility and could 
confer jurisdiction upon the Federal Power Commission, there is 
good reason why the Department should not consent to having 
such rates determined by the Commission. 


POWER PROJECTS, VIRGINIA 


In its telegram to Representative Gary, VEPCO stated that Buggs 
Island power will not have great value because it needs to be firmed 
up. This will be so if VEPCO will succeed in obtaining a valid license 
for Roanoke Rapids and Gaston. 

On the other hand, if these two projects are constructed by the 
Government, the full benefits of the investment in Buggs Island will 
be realized. 

Incidentally, this investment amounts to $88,000,000. 

At the present time the benefits of the Government’s investment in 
Buggs Island are being turned over to VEPCO by the Federal Power 
Commission, whom VEPCO now wants to act in some administrative 
capacity to determine also the rates for wheeling the Government’s 
power from Buggs Island. 

The question whether VEPCO can obtain a valid license for 
Roanoke Rapids is now before the United States Court of Appeals for 
the Fourth Circuit, in which case the respondents are the Federal 
Power Commission and the Virginia Electric & Power Co. The two 
respondents are in agreement both as to the legality and the proper 
policy as to the issuance of such a license. 

Throughout the proceeding before the Commission, the Commis- 
sion’s staff acted as advocates in support of VEPCO’s application and, 
at the same time, acted in a capacity advisory to the Commission. In 
these circumstances, the Secretary of the Interior would not want to 
submit wheeling rates which will involve questions which had already 
been passed on by the Commission. 


OBJECTIONS TO ARBITRATION OF WHEELING CONTRACTS 
NEGOTIATIONS 


There are also reasons why the Secretary would not want to submit 
the wheeling contract rates to arbitration. First, VEPCO’s approach 
is entirely wrong. Arbitration is resorted to in order to resolve con- 
flict of existing rights. There is no right in VEPCO to demand that it 
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enter into a wheeling contract with the United States. Contracts are 
entered into through negotiation between the parties, not through 
determination of arbitrators. 

Second, VEPCO is suggesting that, of the three arbitrators, one 
shall be appointed by it and the other shall be the head of the Bureau 
of Power of the Federal Power Commission, who had acted as a 
witness in behalf of VEPCO’s application in the Roanoke Rapids case. 

Senator Haypen. Once the Federal Power Commission approves 
the rate as it has done in the Southwestern Power Administration, for 
how long does that approval stand, and when can the rate be reviewed 
by the Federal Power Commission? 

Secretary CHapmMan. According to the terms of the contract, if 
there is a condition in the contract that says the rate shall be reviewed 
at any given period of time. 

In the Southwestern, | do not remember whether there was any 
time limit, but I think it was 5 years. Mr. Northrop informs me that 
the Southwestern contract provid ‘s for review of rates every 3 years. 
The contracting parties review the rates and, if they are changed, the 
revised rates are resubmitted to the Federal Power Commission. If 
they approve them, the revised schedule would be operative. 

We would review the rates based upon changed conditions, costs, 
et cetera. The Federal Power Commission would have the authority 
to approve or disapprove any rate revision. 

Senator HaypeNn. Could they disapprove them, or could they in- 
crease or reduce them? 

Secretary CHapMAN. No; they can approve or disapprove them. 
That is the limit of their authority. 


INTRADEPARTMENTAL MEMORANDUM ON WHEELING CONTRACTS 


I have one more statement, apropos of my statement on Tuesday 
relating to the number of wheeling contracts, which may clarify the 
matter. I would like to read into the record here a two-page memo- 
randum dealing with wheeling contracts which is signed by myself 
as Secretary and addressed to the administrators of power agencies 
in the Department. 

This memorandum sets forth the policy and limitations within 
which wheeling contracts are to be negotiated. Based upon the terms 
of this memorandum, we have signed quite a few contracts. 

Senator Haypen. What is the date? 

Secretary CHapMAN. This memorandum was issued on July 14, 
1950. 

Since that date we have negotiated several of the toughest contracts 
we have had to consider in terms of conflicts to be resolved. 

Senator ELLENDER. What is your time limitation? Is it 5 years? 

Secretary CHapMANn. No; each one may vary. One contract may 
carry a 5-year limitation on the review of the rates, or it may carry a 
20-year term of contract, or a 10-year term, 

Senator ELLenperR. | understand that the REA insists on a 5-vear 
limitation. It was pointed out to me some time ago if it could be 
raised to 10 years it would mean better rates by the private utilities 

Mr. Warne. We have limits, but they are not that narrow. 

Secretary CHAPMAN. With P. G. & E. it was 10 years. That was 
a difficult one to work out. 
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As you know, I testified before this committee a year ago that I did 
not think Mr. Black really wanted a contract. I felt that way. If 
you had not made the appropriation, I do not think I would have 
gotten a contract. I do not question his sincerity in trying to work 
out a contract that he thought was equitable to his company and his 
investors. 


After the proceedings here, we did improve in our efforts to nego- 
tiate with him. 

Just recently we were able to conclude a contract with P. G. & E. 
It was good enough for him that he got a Time magazine article on 
it that left the impression that I had been taken in nicely by his 
company. I do not object to that. I hope the rest of them take me 
in the same way. 

If I can get a contract with all the rest of them on similar terms, 
I would be pleased. 

Senator Wuerry. About this memorandum you are about to read 
in the record, is this just a sort of résumé you picked up now, or when 
you made these contracts? 

Were the private parties advised about what you are going to read? 

Secretary CoapmMan. This is strictly an intradepartmental communi- 
cation from the Secretary to the administrators, giving them the di- 
rectives for use in negotiation. 

Senator WHEerryY. Was that issued? 

Secretary CHapMAN. That was issued July 14, 1950. 

Senator Wuerry. Every party knew about these directives when 
they entered into these contracts? 

Secretary CuapMan. They should. 

Senator Wuerry. Did they know about these directives? 

Secretary CuapMAN. I assume they did. If they did not, I do not 
think it makes much difference. I am sure a memorandum is no 
secret, once it has been mimeographed. Iam sure they knew about it. 

This is a directive of the Department. It would be filed in the regu- 
lar formal proceedings of the Department. 

Senator Wuerry. Not thisone. Iam asking when they contracted 
if they knew generally about the directives that you are giving a 
résumé of here now. 

Secretary CuapmMan. To be more specific about that, Mr. Black 

called me from San Francisco and he said, “I believe I can get a con- 
saint with your regional people here if I could get them to move off 
of the one spot on one condition that they are insisting on.’ 

He repeated what that condition was. 

I said, “Make vour proposal and submit it here. Let it come in 
for review here to this office. I will consult with my people here to 
see if I can concede a part of that point.” 

I said, they were operating within the directives that have been 
given them. “They were negotiating, within the directives issued from 
my office. He knew that. It was no secret to anybody. 


POWER WHEELING CONTRACT REQUIREMENTS 


As far as this directive is concerned, I wanted them to know about 
it because I wanted them to realize the limitations we were stipulating. 
This is directed to the Bonneville Administration, Southeastern Power 
Administration, Southwestern Power Administration, the Division 
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of Power and the Bureau of Reclamation from the Secretary. The 
subject is, Power Wheeling Contract Requirements. 


The following principles relating to requirements, terms and conditions upon 
which power wheeling contracts are to be negotiated are approved as the policy of 
this Department. You will see to it that any contracts negotiated by your agen- 
cies conform to these principles. 

1. The Department is obligated to carry out its power marketing program 
under the policies embodied in the law. It will, therefore, further the objectives 
of 

(a) Encouraging the widest possible use of all electric energy generated at 
plants for the output of which it is responsible; 

(b) Preventing the monopolization of such energy by limited groups; 

(c) Extending to public and cooperative agencies the preference and priority 
to which they are entitled by law; 

(d) Integrating Government owned power facilities; 

(e) Interconnecting such facilities with other power systems; and 

(f) Constructing such transmission facilities as may be necessary, desirable, 
or appropriate to the foregoing purposes. 

2. For the accomplishment of these objectives the transmission facilities which 
interconnect the Government’s sources of supply with each other and with load 
centers should generally be owned and controlled by the Government. Any 
exceptions to this rule must clearly leave the Government with flexibility and 
economy of operation and with availability of capacity equal to that which would 
obtain from the Government’s own facilities. In instances where no adequate 
facilities exist to serve customers, new facilities should be constructed, owned, 
and controlled by the Government. 

3. Consistent with the foregoing, the power programs of the Department 
should be developed with a view to utilizing existing nonfederally owned trans- 
mission capacity under arrangements satisfactory to the Government. 


The wheeling contracts really hinge on that point. 
5 . 5 


4. For such arrangements to be satisfactory, the following standards must be 
observed: 

(a) The arrangements must assure Government customers the same high 
quality of service, the same opportunity to develop and serve increased loads, 
and the same right to contract directly with the Government, which they would 
have if the Government were to build its own facilities. 

(b) The rights of preference customers must be fully safeguarded. 

(c) The arrangements shall not provide for or have the effect of monopolizing 
the power by sale thereof, at the bus bar or otherwise. 

(d) The arrangements should provide the Government with an equal or more 
advantageous method of supplying power of its customers than through construc- 
tion by the Government of separate transmission facilities, compatible with the 
requirement that the power be so disposed of that the consumers will benefit 
therefrom at the lowest possible rates consistent with sound business principles 
and with the maintenance of adequate service. 

(e) The compensation payable for the use of transmission capacity of others 
shall be reasonable, but in no event shall exceed the cost to the Government of its 
own required transmission capacity. 

(f) The arrangements shall, whenever practicable, provide for exchange of 
power upon reasonable terms for firming the power supply of the Government and 
of the utility, for economical operation, and for emergency or breakdown relief. 

(g) The arrangements shall in each ease provide for cancellation privileges on 
reasonable terms. 

You are each requested to keep me informed of progress in connection with 
the negotiations of power wheeling contracts, and from time to time submit such 
suggestions as you may have concerning the strengihening of these criteria. 


POWER CONTRACTS NEGOTIATED UNDER REQUIREMENTS 
MEMORANDUM 


Senator Haypen. What was the date of that? 

Secretary CHAPMAN. July 14, 1950. 

Senator Haypren. Subsequent to that date, what contracts have 
you entered into? 
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Secretary CHapMAN. We have entered into three of the most 
difficult wheeling contracts which we have approved. The P. G. & E. 
is an outstanding example because it covers more area than many 
of the others. 

Senator Haypen. That is in California. 

Secretary CuapMANn. We had others in the Dakotas. I think there 
are two there; also with the Montana Power Company, the Colorado 
Public Service Co., and others. 

We have signed in the past 14 months, 21 for a total of 70 for the 
Bonneville area, 42 within the Reclamation area, and 3 within the 
Southwestern area. 

A large share of those, the biggest and the toughest ones, were 
signed after this directive was issued. 

Senator ELLENDER. In that statement you just read regarding 
policy, you mentioned nothing about time. 1 wonder if you would be 
good enough to spell out for us a few of the chief factors that you 
consider in fixing it for 5 years, 10 years, or a longer period. 

Secretary CHAPMAN. It takes a technical expert to tell you why, for 
instance, the Southwestern Power Administration would w ant to 
recommend a limitation of 5 years, or 10 years. 

First, it depends upon the deve lopment of the power facilities upon 
which he is planning his program, and it depends upon whether the 
utility company has plans which it is carrying out to supply certain 
areas. It is a question of facilities on both sides. 


CONTRACT TIME PROVISION 


Senator ELLenper. If you were given an example where a private, 
utility had to expand in order to comply with any contract necessarily 
you would be compelled to give a longer period than you would 
otherwise? 

Secretary CHAPMAN. That was true in the Southwestern case. 
We gave a longer period. 

Senator ELLENDER. I am ve ry hopeful that the REA can adopt such 
a plan as that because I believe it will go far toward getting a lot of the 
power necessary for these cooperatives from private enterprise at a 
very reasonable rate. 

Secretary Cuapman. In different areas, like Montana or Oregon, 
there may be special situations relating to physical development of 
the properties of the private utility and ‘the physical progress involved 
in the development of our own projects which will govern the term of 
years for which wheeling contracts are negotiated. 

The term of vears ought to be left flexible so that it can be de- 
termined according to the circumstances of the area and the contract 
being negotiated. 

Senator Haypen. What Senator Ellender is complaining about is 
REA apparently has an inflexible rule that it will not make any kind 
of a contract for more than 5 years. 

Secretary Cuapman. They may have problems involved in the REA 
that are totally different from ours. 

Senator ELLENpER. You furnish many of these cooperatives. You 
work with them. You do not limit it to 5 years. 

Secretary CHAPMAN. Not necessarily, no. 
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Senator ELLENDER. The point I am trying to emphasize is if they 
are able to get a 5-year contract with vou, can such a contract not be 
given to private enterprise which would give it to them as cheaply or 
with terms as reasonable as yours? 

Secretary CHApMAN. As I started to say, there are factors involved 
in an REA integration that are quite different from our situation 
where we are transmitting power to the load center. REA may have 
an entirely different problem. ‘Their problem is one of distribution 
to the ultimate user. 

I would not want to say they are wrong or right on that, because I 
would not kaow. 

Senator Haypren. You never have been in the retail power business, 
and never want to be in it? 


GOVERNMENT POWER POLICY 


Secretary CuapMAN. We never have been and I do not want to 
retail power. I want to stay away from that. 

I have said this repeatedly: The Federal Government’s position, 
insofar as public power is concerned, is a limited role. Those 
resources are so enormous and so valuable that only the Federal Gov- 
ernment could make them available for the benefit of all the people 
so that they are not bottled up for any one group of investors, whoever 
they may be. 

They ought to be developed by the Government itself. That does 
not mean that you attempt to push a private company out of an 
area. It does mean that you can integrate your systems in that area. 


INTEGRATED OPERATIONS WITH PRIVATE POWER 


I think, Senator Cordon, you will agree with me that the private 
utility companies in the Northwest today have less complaint and 
less criticism of their integrated operations with the Federal power 
operations in that area than you will find practically anywhere else 
in the United States. 

Senator Corpon. I am not familiar with the rest of the United 
States. The integration as far as moving current is concerned, 1 
100 percent. 

Secretary CuapMan. That is all I am talking about. 

Senator Corpon. If there were any contracts up there for private 
companies for any period of years I do not know where they are. 

Secretary CHAPMAN. Bonneville has some for more than 1 year. 

Senator Corpon. I would be interested in getting a list. 

Secretary CuapmMan. I will get them for you. I will have Dr. 
Raver give them to you. I am not familiar with his contracts. 

Senator ELLenprer. You mean that acquiring power from the 
Government is limited to 1 year? 

Senator Corpon. It may go up to two. They have never been 
able to get a contract that was dependable. 

Secretary Cuapman. I think you will find that private utilities up 
there have been more than satisfied. At least I have not had com- 
plaints come to me from them. That is the first time I ever heard 
that restriction mentioned, 

Senator Corpvon. They complained to you? 
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Secretary CHapmMaAN. I have never heard it before. They have 
been in here with the Defense Electric Power Administration. They 
have been in conferences working out the pooling of power for that 
area in order to take care of some new defense plants that wanted to 
locate in that area. 

They have pooled their power for that purpose. I do not know of 
a more harmonious and agreeable arrangement than that with private 
utilities in the Northwest where they are pooling their power facilities 
to bring in business to the are: 

In that area one of the greatest natural resources in this country 
and certainly for the Northwest is that hydroelectric possibility. That 
is one of the greatest assets they have in that section of the country 
that ought to be utilized and it is being utilized. 


NATURAL GAS RESOURCES IN LOUISIANA 


Senator, it is just the reverse for Louisiana. Louisiana has one of 
the greatest assets of this country which does not exist anywhere in 
the United States to the same degree. That is your natural gas. 
Your natural-gas potentials of that area are tremendous. 


RECOMMENDED PLANT LOCATIONS IN NORTHWEST 


The Reynolds people, at my advice, were told to go to the Gulf coast 
to set up their plant. One of your constituents made some criticism 
because I recommended Alcoa put its plant up in the Northwest be- 
cause of the cheap public power. That plant is not being served alone 
with public power. The private-power people are serving them, too. 

It is a cooperative arrangement, not just the Federal power. 

Second, they already have millions of dollars invested in a plant in 
the Columbia River area. 

Senator ELLENDER. Am I to understand that this new Alcoa plant 
which was to have been built in New Orleans is going to be built in 
the Northwest and supplied with private power? 

Secretary CHAPMAN. It will be supplied with both. It is a pooling 
arrangement. For instance, no one group could supply their needs. 

Senator ELLENDER. Did you make any such offer of public power? 

Secretary CHAPMAN. It was not a question of an offer. The Alcoa 
action was not with the Department of the Interior. We simply told 
the public utility district in the State of Washington operating under 
the laws of that State and the private power companies there that “If 
you want this plant here and it is located here, we can put this much 
power into your line to help you carry it.’”? That is all we did. 

Senator Extenper. At whose insistence did you do that? 

Secretary CHAPMAN. The people of the State of Washington and 
the private power people and the public utility districts of the State 
of Washington. 

Senator ELtenprerR. They originated the idea? 

Secretary CHAPMAN. Yes. It was perfectly natural. 

Senator EttenperR. And you happened to carry it out? 

Secretary CHapMAN. We offered to give them a certain amount of 
power to go into their system to help. 
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POWER GENERATING SYSTEMS, ROCK ISLAND DAM, WASHINGTON 


Senator ELLENDER. What about these generating systems that 
will be necessary to furnish sufficient power? 

Mr. Warne. That is a reference to Rock Island Dam which is 
built. The public utility district is taking it over and is installing 
some generators in it. 

Senator ELLENDER. Not at public expense? 

Secretary CHapMaAN. That is a PUD project. 

Senator Exenper. The statement was made that you were to 
build a facility in order to generate sufficient electricity for power to 
carry on this plant; that it was being built not from public funds but 
from private funds. 

Secretary CHapMAN. That is correct, because in this case the Rock 
Island Dam has already been constructed and it is not under the 
control of the Federal Government. They are putting in six 
generators. 

Senator ELLENpeR. I am glad to have that in the record. 


PROPOSED REYNOLDS METALS COMPANY LOCATION IN LOUISIANA 


Secretary CHAPMAN. I am glad to clarify that, for there has been 
a slight misunderstanding as to our role in the matter. We are 
cooperating with them, See We are doing all we can to co- 
operate with the power people up there, to give them what power we 
can supply to help them get this plant in operation. That we have 
done, but by the same token, Senator, we turned down the request 
of one of the other major aluminum companies to go into that same 
area to get public power. As I stated earlier, I suggested that the 
Reynolds people go down to the Louisiana coast to get natural gas 
as the cheapest power source they could get. 

I did not want to overload this Northwest area with one industry 
group and not have the power to supply them if we should get a 
low-water year in the Northwest. 

That was all we did. It is a pooling arrangement made by the 
power people, private and public, in the Northwest area. 

That, to me, is a sound integrated way to handle the program. 

I hope I have cleared up the question you raised the other day. 
With that I will proceed with my statement. 

I want to show you that we have some other important matters 
besides public power. 

Senator Corvon. I do not want the record to stand on that 
assumption. You have not cleared it up. Ido not care to take your 
time now, however. 

Secretary CHAPMAN. You are not taking my time; the Government 
is paying me. I will sit as long as necessary, or I will call anybody 
else up from the Department. 

What point is not cleared up, Senator? 

Senator Corpon. There are so many that time will not allow them 
to be taken care of now. 

Secretary CHAapMAN. I will call up the experts to answer any 
questions. 

Senator Corpvon. Somebody will answer them all in due time. It 
is just a question of time. 
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I understand the chairman is anxious to get to these other matters, 


item by item. 

I assume that the Virginia Electric & Power Co. will be before us in 
the hearings at an appropriate time. 

Secretary CuHapMan. I have no plans, but I will be glad to come 
at any time. 


LEGAL OBJECTIONS TO ARBITRATION OF WHEELING CONTRACT 
NEGOTIATIONS 


Senator Corpon. You mentioned, for instance, the matter of 
arbitration. To the extent that you do not want arbitration, that 
ends it. That is a complete answer. 

Secretary CuapMan. No. It is a complete answer as to the law. 

Senator Corpon. You have the power to say “ves” or “‘no.”’ I 
just wanted to call your attention to the fact that in the Atomic 
Energy Commission contracts, and the Atomic Energy Commission 
is also created by law and directed to do the same type of thing you 

are doing, in those contracts there are provisions for arbitration. 

Secretary CuapMAN. There is a provision in the law for that; ves. 

Senator Corpvon. Although it is an agency of the Government 
dealing by contract with private agencies? 

Secretary CuapMan. That contract provision applies after the con- 
tract is approved? We are not discussing disputes that arrive after- 
ward but those involved in negotiating the contract. 

Senator Corpon. The contract carries the same kind of an arbi- 
tration factor you have described here. I know nothing about it 
except what vou said about it. 

Secretary CHAPMAN. I have not seen one of their contracts. 

Senator Corpon. You said this offer was to do a service for the 
Government at cost, and the question of what the cost was would, 
of course, have to be determined somewhere at some time, and that 
if the Interior Department and the other cooperating agencies or con- 
tracting agency could not agree as to the cost, the cost factor should 
be determined by arbitration? 

Secretary CHAPMAN. That is right. 

Senator Corpon. That is exactly the kind of provision in the 
Atomic Energy contract. 

Secretary CuapMan. Let us correct one statement here. I said 
that was correct; that is not quite correct. First, in regard to the 
arbitration they suggest they would name the individuals they wanted 
to be the arbitrators, the Virginia Electric & Power Co. 

They named whom they wanted—— 

Senator Corpon. They named one. 

Secretary CHapMANn. They named themselves and one other. 

Senator Corvon. They would select one, you would select one, and 
you would agree in advance on the third one. 

Secretary CuapmMan. Then I read the statement wrong. Let us 
read this again: 

There are also reasons why the Secretary would not want to submit the wheel- 
ing contract rates to arbitration. First, Vepco’s approach is entirely wrong. 


That is what I say. They say I am wrong. 
Senator Corpon. If you think it is wrong, that ends it. 
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Secretary CHAPMAN. No. 

Arbitration is resorted to in order to resolve conflict of existing rights. There 
is no right in VEPCO to demand that it enter into a wheeling contract with the 
United States. 

Senator Corpon. That has nothing to do with it. Nobody claims 
there is a right to enter into the contract. They are endeavoring to 
negotiate a contract with you. 

You are endeavoring to negotiate a contract with them. 

Secretary CuapMan. Let me finish my sentence, please, and you will 
see what I mean. 

Contracts are entered into through negotiation between the parties, not through 
determination of arbitrators. 

Second ,VEPCO is suggesting that of the three arbitrators, one shall be appointed 
by it and the other shall be the head of the Bureau of Power of the Federal Power 
Commission, who had acted as a witness in behalf of VEPCO’s application in the 
Roanoke Rapids case. 

So they get two out of the three and want me to be the other one. 
I would not agree to that. 

Senator Corpon. You certainly object to being the third arbitrator. 
You may have good ground to do that. 

Would you object to an arbitration procedure to determine a 
question of fact under a contract provided that you appoint one, they 
appoint the other, and those two appoint the third? 

Secretary CuapmMan. I would not say I would not accept such a 
provision, but I say it is not good administration. You have placed 
the responsibility on me to negotiate a contract in these cases. 

Senator Corpon. That is assuming you will negotiate one. 

Secretary CHapMan. All right. 

Senator Corpon. If you do not want to negotiate a contract with an 
arbitration provision in it, that is that. 

Secretary CuapMan. That is the wrong assumption. We have 
wanted to negotiate one. We have kept our men available for nego- 
tiation continuously. 

Senator Corpon. A contract with an arbitration provision in it. 

Secretary CHAPMAN. You want one? 

Senator Corpvon. I do not want any. Iam trying to get what you 
want. 

Secretary CuapMan. I do not prefer it. I am not saying I would 
flatly refuse an arbitration clause in a contract. They do not want to 
negotiate the contract. They want to arrive at a basic term of the 
contract by means of arbitration. 

Senator Corpon. My understanding from what the Senator read is 
that they w anted a contract which would be that they would wheel 
power for the Government at cost, that if you could not determine 
what the cost would be, then that fact would be arbitrated. 

Secretary CuapMANn. Let us let the technical man come in and 
testify before you. 

Senator Corpvon. We will go right back to my first suggestion that 
we will take the matter up when we have more time. 

Secretary CuapMan. I do not want the record to stand on the basis 
of the implication that I had not answered the question, or was not 
available to answer. I am available, whether I am on the Federal 
payroll or off. 

Senator Corpon. There is no implication intended by me. 
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Senator Haypen. I would like to point out we have just 1 hour, 
gentlemen. If there are some high spots in the remainder of your 
statement, I would like to bring them to the attention of the com- 
mittee. I suggest you do that now. 

Secretary CHAPMAN. Let me skip most of this statement, and let 
me read one or two high spots that ought to be called to your atten- 
tion. 

I think there are several other things you ought to know. 
Senator Corpon. What page are you on now? 


GENERAL PROVISIONS, KEATING AMENDMENT 





Secretary CHAPMAN. Page 7. 

Senator Haypen. This is in regard to the Keating amendment. 

Secretary CHAPMAN. I want to make particular reference to the 
Keating amendment. 

The Department and its power-marketing agencies, in good faith, 
have diligently followed the intent of the Congress by entering into 
wheeling agreements with private utilities whenever agreement could 
be reached on reasonable terms. 

Senator Haypren. Will you please indicate in the bill where you are 
reading? 

Senator Corpon. On page 16 of the bill. 

Senator HAYDEN (reading): 
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Provided, That no part of this appropriation shall be used to initiate the con- 
struction of transmission facilities within those areas covered by power wheeling 
service contracts which include provision for service to Federal establishments 
and preferred customers. 

Secretary CuapMan. That is right. 

Senator Haypren. Please proceed. 

Secretary CuoapMaNn. That amendment in effect cuts out service to 
preferred customers. 

As I started to say, as evidence of good faith, the Department has 
executed exchange or wheeling agreements with virtually all of the 
principal operating utilities in the areas where Government power is 
available, with the exception of the southeastern area. 

As evidence of our success, with the committee’s permission, I 
should like to offer as a part of the record this imposing list of con- 
tracts that have been made effective since I have been Secretary of 
the Interior. 

Senator Haypren. That will be inserted in the record at this point. 

(The list referred to is as follows:) 


$c ORES 


BuREAU OF RECLAMATION 


The attached tabulation gives significant data relating to contracts of the 
Bureau other than those contracts involving only sale of power at standard rate 
schedules which have been approved by the Secretary since December 1 1949. 

Major terms and conditions of contracts numerically footnoted are set out in 
the attached notes. Other contracts listed either pertain to special circumstances 
or are power sales contracts which provide in addition to sale of power at standard 
rate schedules for generally desirable features. 
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Bureau of Reclamation power contracts with special provisions approved by the 
Secretary since Dec. 1, 1949 


oti , Y Le 
Customer Ft. | nate General purpose of contract 
Idaho Power Co-_._._.---- July 24,1950 | Oct. 1,1950 | Purchase of peaking power from company for 
| irrigation. 
Oa a chek cata ale Misia _...do........} Apr. 15,1960 | Transmission over company lines to Bureau 
| Payette relift pumps. 

Res ieee .| Oct. 30,1950 | Oct. 15,1950 | Supplement to Iir-802, purchase by Bureau 
for irrigation on Boise and Owyhee projects. 
Do Fact .......--| Nov. 14,1950 | Apr. 30,1960 | Peaking releases of water at American Falls 

|} Dam in nonirrigation season. 
BE Rg terete came Dec. 13,1950 | Oct. 31,1963 | Sale of power, transmission for Bureau over 


company facilities. 


Pacific Gas & Electric Co.2_.| Apr. 2,1951 | Apr. 2,1961 | Transmission for Bureau over facilities of 


| | company. 
Salt River Valley W. U. A..| June 20, 1950 | (3) Appointment of arbitrator as per contract 
| | between Salt River and Arizona Edison. 
i i ae a cleat Dec, 18, 1950 (3) | Supplement to 1917 contract, revise need for 


| | Secretary approval Salt River contracts 
| | With others. 


AER TE ee Dee. 26, 1950 | (4) | Transmission over Bureau facilities for asso- 
ciation. 
Salt River project, agri- | Dec. 18,1950 (3) | Approve agreements between Salt River and 
cultural district. | | Roosevelt water conservation district. 


Imperial irrigation district..| Sept. 15,1950 | Dee. 31,1970 | Purchase of power by Bureau, mutual emer- 
| gency and breakdown service. 
California Electric Power | Sept. 27,1950 | Dec. 13,1952 | Supplement No. 3 to [2r-13774, emergency 


Co. | stand-by by Bureau for company. 
Arizona Edison Co_...- Dec. 26, 1950 ...do Supplement No. 4 to 1[2r-12618, mutual 
stand-by service, 
Arizona Power Authority Jan. 11,1951 | Dee. 31,1970 | Supplement No. 1 to I76r-455, revises terms 
of transmission by Bureau. 
tee Ee Mar. 29, 1951 | do_.......| Supplement No. 1 to 176r-537, revises meter- 


|} ing provision of contract. 
Parker project, 10 customers.| Jan. 15,1951 | June 30,1951 | Supplement to contracts, extends term for 
| purchase and sale of purchased energy. 
Public Service Co. of New | July 24,1950 | June 30,1957 | Sale and purchase of dump power by Bureau, 


Mexico. mutual interchange and emergency service. 
Do ences -| Mar. 16, 1951 | do _.| Sale and purchase of power by Bureau, 
mutual interchange and emergency service. 

El Paso Electric Co.........| Sept. 6,1950 | Dee. 24,1960 | Supplement No. 4 to 12r-11199, purchase of 


power by Bureau. 
Community Public Service | Oct. 6,1950 | Oct. 8,1961 | Supplement No. 2 to I78r-33, purchase of 


Co. | | | power by Bureau. 
Montana-Dakota Utilities | Mar. 16, 1950 (4) | Supplement No. 7 to I2r-15303, license to 
Co. company for use of Bureau lines. 
Seti accacainaee erence .--------| Dee. 8,1950 | July 1,1951 | License to company for use of Fort Peck-Wolf 
| Point line of Bureau. 
Lower Yellowstone REA~--| Sept. 27, 1950 (5) Transmission to Savage pumping unit of 
Bureau. 
Montana Power Co.®.....--| Jan. 10,1951 | Dec. 31,1960 | Transmission over company facilities for 


Bureau. 
Central Power Electric | Mar. 9,1950 | Dee. 31,1985 | Sale and purchase of power by Bureau, trans- 
Co-op. | mission over Bureau facilities for co-op 
Otter Tail Power Co.,?.-..-..|.....do...... Dec. 31,1964 | Sale of power, mutual transmission, and ine 
terchange, stand-by for Bureau 
Northwestern Public Serv- | Mar. 22,1950 | Dec. 31, 1969 Do. 
ice Co.8 
East River Electric Power | Sept. 1,1950 | Dec. 31,1985 | Mutual transmission. 
Co-op.® | 


Rosebud Electric Associa- | Dec. 22,1950 | (10) Transmission for association over facilities of 
tion. | Bureau. 
Rushmore G. & T. Power | Feb. 6, 1951 | (10) Transmission for co-op over facilities of 
Co-op. | Bureau. 
Verendrye Electric Co-op...| Apr. 3,1951 | Dec. 31,1985 | Transmission for Bureau over facilities of 
| co-op. 
Rawlins Electric Co. .....-. | Mar. 6,1950 | July 31,1959 | Sale aaa purchase of power by Bureau, 
| mutual interchange and emergency services 
Mountain States Power Co_| Apr. 30, 1950 ...do Do. 
Western Public Service Co Aug. 31,1950 | Aug. 31,1960 Do. 
— Wyoming Utili- | Sept. 15,1950 | Sept. 30, 1961 Do. 
ties Co. 
Cheyenne Light, Fuel & | Feb. 6,1951 | Mar. 31,1960 Do. 


Power Co, 


See footnotes at end of table, p. 44. 
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Bureau of Reclamation power contracts with special provisions approved by the 
Secretary since Dec. 1, 1949—Continued 


| Actionby | Contract 


Customer . ae 
Secretary (| expiration 


General purpose of contract 


Public Service Co. of Colo- | Mar, 16,1950 | Dee. 31,1959 | Transmission for company over facilities of 


rado. | Bureau. 
Uae ee June 20,1950 | Nov. 30,1950 | Extends contract easement for purchase sub- 
} Station site by Bureau. 
SS ties .-.-.| Aug. 15,1950 | Dee. 31,1960 | Mutual transmission and stand-by service. 
PG icieties of ein Bata wre | Oct. 30,1950 | Dec. 31,1959 | Supplement No. 1 to I8tr-1242, adjust wheel- 
| | ing charges and losses in transmission for 
| | company. 
a sadistic .--| Feb. 20,1951 | Dee. 31,1960 | Supplement No. 1 to I81r-1305, compensation 
to company for reading of Bureau meters. 
Montana Power Co."____.-- Jan, 18,1951 | Dec. 31,1975 | Transmission for United States over com- 


pany’s Rainbow-East Helena line. 


1 Idaho Power Co.: Contract No. 174r-1506 provides for the sale of electric power and energy to the com- 
pany and for service to the United States and/or its customers over facilities of the company. The contract 
incorporates major relations between the Bureau and the company as follows: 

(1) Integration of Bureau’s power plants at Black Canyon, Diversion, Anderson Ranch, and Minidoka, 
with the company’s system. 

(2) Provides for utilization of company facilities by the Bureau in supplying its own and customer loads 
out of the pool of power generated at Federal power plants. 

(3) Sale to the company of 3,500 kilowatts of primary power, 1,500 kilowatts of which is withdrawable, as 
well as sale of specified amounts of secondary energy, and dump energy as available. 

(4) Privilege to company of utilizing the unused storage capacity in Federal reservoirs for the purpose of 
storage of energy for maximum flexibility in its system operations. 

The Bureau is to pay 1 mill and 144 mills for use of company facilities west and east of Glen’s Ferry, respee- 
tively. Provision is also made for additional payments for use of certain distribution facilities of the com- 
pany. The company is to pay for its privileges under the contract $129,000 annually, subject to adjustment 
regarding the amount of power delivered to them. 

2 Pacific Gas & Electric Co.: The contract provides that the company will, subject to available excess 
capacity in its system, accept United States power and energy at points of interconnection and deliver power 
and energy to the United States and/or its customers within an area which generally coincides with the com- 
pany’s service area, except in San Francisco. The customers the United States may serve under this con- 
tract are generally those preference customers and Federal establishments now served by the company and 
loads of the United States for construction and operation of reclamation projects, al! such loads to be outside 
the corporate limits of municipalities wherein the Company serves at retail. Additional loads or customers 
of the United States will be considered when they become prospective. Existing contracts of the company 
are not to be affected by this contract. 

The United States is to compensate the company for the use of its facilities at the rate of 1 mill per kilowatt- 
hour for deliveries at 44,000 volts or higher, at 1 mi!l per kilowatt-hour plus 10 cents per kilowatt of maximum 
monthly demand for deliveries above 22,000 volts and less than 44,000 volts, and at | mill per kilowatt-hour 
plus 22 cents per kilowatt of demand for all other deliveries. The United States is to provide losses from 
points of interconnection to its loads or loads of its customers. 

No sale of power to the company is provided by this contract. 

3 Indefinite. 

4 30-day notice. 

5 50 years. 

6 Montana Power Co.: The contract provides that the company will, subject to available excess capacity 
in its system, accept United States power and energy at points of interconnection, and deliver such power 
and energy to loads and customers of the United States at specified points on the system of the company 
having a voltage of 25,000 volts or higher. Loads or customers of the United States other than those specified 
in the contract will be considered for service as they arise. 

The United States is to compensate the company for use of its transmission system on a zone basis, 1 mill 
plus associated losses for each 50 miles or fraction thereof, with the fourth zone comprising everything beyond 
150 miles. 

The United States will transmit over its system power and energy for the company under the same terms 
and conditions under which the company transmits power and energy for the United States. 

No sale of power to the company is provided by this contract. 

7 Otter Tail Power Co.: The contract provides for the sale of 51,000 kilowatts of secondary energy to the 
company at stated points of interconnection under standard rate schedule MRB-S1. 

The United States is granted a license to transmit power and energy to loads and certain types of customers 
of the United States over the lines of the company, subject to available excess capacity and where the oper- 
ating voltage is 13,200 volts or higher. The transmission license is initially limited to 50 miles from any 
interconnection point but ultimately becomes system-wide in North Dakota. The United States is to 
compensate the company 1 mill for each kilowatt-hour transmitted over the company facilities, plus energy 
for losses in transmission. 

The company has a license to transmit power and energy over the facilities of the United States to and 
from points where the United States has substations for the transformation of power to 41,600 volts and other 
points mutually agreed upon. Compensation to the United States will be 1 mill per kilotwatt-hour plus 
energy for losses in transmission over United States facilities. 

* Northwestern Public Service Co.: The contract provides for the sale of 15,000 kilowatts of firm power 
and 45,000 kilowatts of secondary power to the company, which will be sold under a standard rate schedule. 

The United States is granted a license to transmit power and energy to loads and certain types of customers 
of the United States over the lines of the company, subject to available excess capacity and where the oper- 
ating voltage is 13,200 volts or higher. The license, while initially limited, ultimately becomes system- 
wide. The United States is to compensate the company 1 mill for each kilowatt-hour transmitted over the 
company facilities, plus energy for losses in transmission. 

The company has a license to transmit power and energy over the facilities of the United States subject 
to available excess capacity. Compensation to the United States will be 1 mill per kilowatt-hour plus 
energy for losses in transmission. 
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8 Kast River Electric Power Cooperative: The contract provides a license to the cooperative to transmit 
its own power and energy over the lines of the United States to be constructed until Fort Randall power 
plant is in commercial operation and the United States is ready to serve the members of the cooperative 
in accordance with contracts tendered to said members. The United States is to be compensated for the 
use of its facilities by the cooperative in an amount to cover the cost of operation and maintenance of the 
facilities and a proportionate share of the replacement expense and amortization of investment with interest. 

After the termination of the license to the cooperative, the United States has a license to transmit power 
and energy over the cooperative facilities to serve its own loads and loads of its customers, including mem- 
bers of the cooperative. The United States is to compensate the cooperative 1 mill for each kilowatt-hour 
transmitted. 

The United States has the right to purchase the transmission system of the cooperative under certain 
stated conditions. 

There is no sale of power involved under the contract 

License termination 

it Public Service Co. of Colorado: The contract provides that the company, subject to available excess 
capacity in its transmission system, will accept power and energy of the United States at points of inter- 
connection and will deliver power and energy to the United States and/or its customers at specified points 
on the company’s system where the nominal voltage is generally 44,000 volts or higher. 

The United States is to compensate the company for the use of its facilities on a zone basis, each of the 
3 zones comprising 50 miles. The payment by the United States will be 1 mill plus losses for the first zone, 
2 mills plus losses for the second, and 3 mills plus losses for the third 

The company will terminate its contracts with customers to which it has agreed to deliver power and 
energy for the United States upon notification that the United States has contracted with sueh customer 
provided that any contracts between the company and the customer have either expired or will expire 
within 2 years. 

The United States will provide transmission service over its facilities for the company under the same 
general terms and conditions as the company provides such service for the United States. 

There is no sale of power by the Bureau to the company under the contract 

2 Montana Power Co.: The contract permits the United States to transmit power over the company’s 
two 100-kilovolt transmission lines between East Helena and Great Falls (Rainbow switchyard) up to the 
generating capabilities of the Bureau’s Canyon Ferry power plant The Bureau is to construct connecting 
transmission lines from its Canyon Ferry power plant to the line of the company near East Helena 

The United States is to pay the company $3,750 monthly for this transmission right he compensation 
payable by the United States was based upon the savings in costs to the United States of owning and 
operating its own alternative facilities 

The United States is to have the same latitude in use of the company’s said transmission system as it would 
if it were owned by the United States 

There is no sale of power by the United States to the company under this contract. 


SOUTHWESTERN POWER ADMINISTRATION 


Wheeling contracts with private utility companies 
q I 


Yate of con- a, oe , . . 
I "oe a Private company rerm of years States affected 
ract 
Apr. 4,1947 | Texas Power & Light Co 20 years | rexas 
July 13,1950 | Public Service Co. of Oklahoma and Okla do.? Oklahoma and Arkansas 
homa Gas & Electric Co 
Dec. 27,1950 | Southwestern Gas & Electric Co 10 years Arkansas, Louisiana, and 
lexas. 


' May be terminated by either party after giving 6 years prior written notice (minimum term, 6 years 


2 May be terminated by either party after 5 years by giving 3 years written notice (minimum term, 8 
yew 
May be terminsted by either party after 7 years by giving 36 months prior written notice. Shall con- 
tinue on a year-to-year basis after 10 years (minimum term, 7 years 


GCENERAL PROVISIONS 


1. Texas Power & Light Co. contract—Two generating units (70,000 kilowatts) 
are installed in the Denison project at the present time. The contract provides: 
(1) the Texas Co. shall receive 70,000,000 kilowatt-hours of primary energy and 
one-half of the secondary energy generated at the Denison project; (2) after the 
third generating unit is in operation the Texas Co. shall receive in addition to the 
energy in (1) above, one-half of the third unit except when it is needed for reserve 
capacity and also the other half of this unit under certain stated conditions; 
(3) SPA may withdraw for its preferred customers anywhere on the Texas Co.’s 
system: (a) 20,000 kilowatts when two units are installed; and (b) 25,000 kilowatts 
when three units are installed; (4) when two units are in operation the company 
shall pay SPA $52,000 per month less a credit for the power withdrawn for SPA 
customers at $1.55 per kilowatt of demand per month including 250 kilowatt- 
hours and 4 mills per kilowatt for all excess energy; (5) after three units are in 
operation the company will pay $6,000 additional per month for its use of the 
third unit less the eredits shown above; (6) the company will supply all additional 
energy necessary for SPA customers. 

2. Contract with Public Service Co. of Oklahoma and Oklahoma Gas & Electric 
Co.—(1) The two companies agree to deliver power to SPA customers (publie 
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bodies, cooperatives, and others are not served by the companies) anywhere in 
the service area of the companies off their transmission facilities; (2) companies 
agree to cancel existing contracts with customers entitled to and taking service 
from SPA under the contract; (3) companies agree to supply all energy used by 
SPA customers and not supplied by SPA; (4) companies agree to make available 
50,000 kilowatts per hour of off-peak energy to SPA: (5) SPA agrees to deliver 
each month to companies the contract requirements of its customers in kilowatts 
multiplied by 1.65. To illustrate: If SPA’s customer monthly contract demand 
was 100,000 kilowatts, SPA would deliver 165,000 kilowatts to the companies. 
The companies would deliver 100,000 kilowatts to SPA’s customers, compensate 
SPA for 15,000 kilowatts and retain 50,000 kilowatts for services rendered; 
(6) SPA supplies 200 kilowatt-hours with each kilowatt of demand to companies. 
In the illustration above SPA would supply each month (165,000 X 200) 3,300,000 
kilowatt-hours; (7) in above illustration companies would compensate SPA for 
15,000 kilowatts at $1.15 per kilowatt. Also compensate SPA for all the energy 
(3,300,000 kilowatt-hours) at 1.25 mills per kilowatt-hour. SPA would com- 
pensate the companies at 4 mills per kilowatt-hour for energy supplied by com- 
panies in excess of 3,300,000 kilowatt-hours in above illustration; (8) companies 
agree to purchase excess energy from SPA at 1.25 mills per kilowatt-hour and 
excess capacity desired by companies at 4.5 cents per kilowatt per day; (9) SPA 
to pay companies 3.25 mills per kilowatt-hour for all off-peak energy; (10) SPA 
to pay companies 1.25 mills per kilowatt hour as a service charge on all energy 
carried by companies for SPA’s customers. 

3. Contract with Southwestern Gas & Electric Co—(1) Company agrees to pur- 
chase entire output (17,000 kilowatts) of Narrows project at $17,250 per month 
($207,000 annually); (2) company agrees to sell to SPA up to 5,000 kilowatts of 
power for all customers taking delivery at the project or anywhere on its transmis- 
sion system for cooperatives; (3) SPA agrees to pay company 60 cents per kilowatt 
of demand for power withdrawn and 4 mills per kilowatt-hour for energy with- 
drawe; and (4) company agrees to supply all excess energy needed by SPA customers. 


REASONS FOR ENTERING INTO THESE CONTRACTS 


These contracis were entered into in the Southwest area because: (1) Private 
companies utilizing steam generation need hydro power for peaking purposes on 
their systems; (2) Federal projects being hydro with insufficient water for con- 
tinuous operation need off-peak energy to firm-up some of the hydro capacity; 
(3) save the Federal Government much investment in transmission lines; (4) pro- 
vide a more widespread distribution of low-cost power in a shorter period of time 
then possible otherwise; (5) lowers cost to Federal Government of transmission of 
power; and (6) lowers cost to private companies in full utilization of their facilities 
through peaking and emergency stand-by facilities of Federal Government. 


BONNEVILLE PowER ADMINISTRATION 


The Bonneville Power Administration presently has 70 contracts for transfer 
of power (wheeling). These contracts are various kinds, the total including 13 
commitments for wheeling of power by the Bonneville Power Administration for 
other distributors. Typical contracts are as follows: 

1. Transfer by the Pacific Power & Light Co. of power to serve the Umatilla 
Electric Cooperative for the account of the Government. 

2. Transfer by the Washington Water Power Co. for power service to the Big 
Bend Electric Cooperative for the account of the Government. 

The above two contracts incorporate an essentially standard form of agreement 
which provides for replacement to the transferor of 2 kilowatt-hours of dump 
energy for each kilowatt-hour of firm power delivered by the transferor to the 
Bonneville Power Administration’s customer. In other words the transferor 
supplies the needs of the customer on a firm basis up to an agreed maximum and 
for each kilowatt-hour of power so supplied to the customer the transferor is 
credited with 2 kilowatt-hours of energy which will be delivered to the transferor 
by Bonneville during high-water and off-peak periods when dump energy is avail- 
able from Bonneville’s customer and when it can be used by the transferor. 

3. Transfer by the Pacific Power & Light Co. to the West Oregon Electric 
Cooperative for the account of the Government. 

4. Transfer by the Washington Water Power Co. of power to the Strategic 
os Command, a Federal Agency of their power needs for the account of Bonne- 
ville. 
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Transfer by the Montana Power Co. of power to the Victor Chemical Co. 
for the account of Bonneville. This contract is an interim contract to take care 
of the customer’s needs until Bonneville facilities are in service. 

The above three contracts are an essential standard form of agreement which 
provide for replacement to the transferor of energy delivered to the customers 
of the Bonneville Power Administration plus incremental losses in the transferor’s 
system plus payment to the transferor for use of that portion of the transferor’s 
facilities that are utilized in delivering power to Bonneville’s customers. The 
power to be transferred will be an agreed-upon maximum amount for each customer 
and payment for use of facilities is computed on the basis of incremental cost of 
the transferor’s facilities so utilized. 

6. Transfer by the Bonneville Power Administration for the Washington 
Water Power Co. Power transferred is for their Creston, Deer Park, and Orin 
substations. 

7. Transfer by the Bonneville Power Administration for the Pacific Power & 
Light Co., for power service to their lone substation. 

The above two contracts provide for service to the transferee where Bonneville 
Power Administration has adequate facilities for the purpose, and facilities of the 
transferee are not available. These agreements provide for an agreed-upon 
maximum amount of power to be transferred, and payment is computed on a 
use-of-facilities basis. 

8. Transfer by Bonneville Power Administration of power for the Harvey 
Machine Co. This agreement will provide for transfer of power purchased by the 
Harvey Machine Co. from the Montana Power Co. over Bonneville facilities for 
power service to the Harvey Machine Co. plant. Such power would be purchased 
by the customer from the Montana Power Co. when interruptible power service 
being provided by Bonneville is curtailed. 

In all of the contracts executed, of which the foregoing are typical, the basis for 
making the agreement is the fact that existing facilities are adequate to provide 
power service to the customer involved. This in many cases will apply only to 
the transmission lines, necessitating the construction of a substation by the 
transferee to serve the customer, the substation being connected to the transferor’s 
line. In some cases both line and substation facilities are so utilized. As noted 
from the list of contracts, the arrangement works both ways in that wheeling 
agreements have been executed which provide for wheeling by a private distributor 
for the account of the Government, and other contracts are executed that provide 
for wheeling by the Government for the account of a private distributor. 

Transfer agreements executed by the Bonneville Power Administration go back 
almost to the beginning of operations of Bonneville, and have been a standard 
practice with them as a part of over-all operation of the large transmission system. 
While most of the contract dates indicated on the list of transfer agreements 
indicate contract execution within the past few years, this is not entirely indicative 
of the entire form of agreement, because many of the contracts have been re- 
executed by reason of changed conditions over those that existed when the original 
contract was made. 


List of power wheeling agreements currently in effect 


WHEELING BY OTHERS FOR BPA 





| ta 
Date of contract | Name of contractor Name of customer poe tae 
| j é 
| 
| | | 
July 21, 1941 .-| Pacific Power & Light Co_-. Umatilla Electric Co-op__---- | Sept. 30, 1955 
(1) italien | West Oregon Electric Co-op_..--..-| Do. 
CF) esdeasbssbnsenelenn a OOQessies< | Big Bend Electric Co-op... _. Do. 
(!). rere | ccinsentcaa | Benton County PUD and Ben- | Do. 
| ton REA. | 
sad bie Bo. nkatiadn« sels | Klickitat County PUD.. Do. 
().. ; = li ajuniPaticadaelecase tee ; ‘ade | Ainsworth (Pasco General Depot Do. 
| | and Franklin County PUD). | 
() é ; do. Key eencall coe | Clark County PUD er | Do 
(1) Bibebe mcshaclll na a oa ie re : | Columbia Basin Co-op. hedvoienl Do. 
Wt. 6 viii a iss achieve sities Wasco Cooperative_............--- Do. 
Jan. 26, 1948... ...|.....do.. _ceccnasounascscccenaas| OOM OGGEIT MIEA.........- Do. 
(). Se : : a | Franklin County PUD acuasece} Do. 
Nov. 6, 19$7.......] Obi ticidsek Witte cout | Central Electric Co-op.-_.-.....--- | Mar. 1, 1968 
(3). nenitn ide Ui tee a ete oo ; .....| Skamania County PUD ..---| Sept. 30, 1955 
hxvewnaga init hel bedi earpeanes Shneinne’ ...| Pennsylvania Salt Co_.........-.. Do. 
Us catsuenbs ee hes caddcek ST ERIS Gc ccsncash oonduent \ Do, 


See footnotes at end of table, p. 48. 
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List of power wheeling agreements currently in effect—Continued 


WHEELING BY OTHERS FOR BPA—Continued 













| Termination 


— 
date 


Date of contract Name of contractor Name of customer 

















(1) : Puget Sound Power & Light Co__| Chelan County PUD~...-. .-.-| July 21, 1953 
(1) er Ree J | Grays Harbor PUD and city of | Sept. 30, 1952 
McCleary. 
(1) do Keokuk Electro Metals Co Dec. 30, 1952 
( do Mason County PUD .---| June 30, 1951 
(i do ; Snohomish County PUD | Oct. 31,1954 
{ do ; Lewis County PUD June 30, 1954 
( Washington Water Power Co__.- Big Bend Electric Co-op | Sept. 30, 1955 
Aug. 14, 1950 do Clearwater Valley Light & Power Do. 
July 27, 1950 do... Idaho County Light & Power Do. 
Nov. 7. 1950 do Inland Empire REA Do. 
July 24, 1942 do Kootenai REA Do 
(1). do 5 | Pend Oreille PUD and Northern Do, 
Lights. ah 
( do Stevens County Cooperative Do 4 
Aug. 3, 1950 do Lincoln Electric Co-op Do. a 
(‘) do Grant County PUD | Do. # 
io Strategic Air Command...._...__. Do o 
do City of Cheney Do. a 
(1)_. do Kootenai REA and Northern Do. 4 
Lights. *< 
Apr. 27, 1949 California-Oregon Power Co... Douglas County Co-op Oct. 31, 1955 § 
Mar. 18, 1950 Montana Power Co Lincoln Electric Co-op Dec. 15, 1957 # 
Do do Ravalli Electric Co-op. Do. a 
Do do Northern Lights Do. % 
Do ado Missoula Electric Co-op Do. ‘a 
Jan. 25, 1951 do Victor Chemical Co Do i 
Apr. 3, 1950 Portland General Elec. Co City of Canby Dec. 30, 1953 a 
Dec. 5, 1949 do N. E. Clackamas ate® Do. a 
( 2 do West Oregon Electric Co-op Do. : 
( : U.S. Bureau of Reclamation Benton County REA Apr. 18, 1970 2 
do Biz Bend Co-op (2) * 
(1). do Columbia County Electric Co-op @ 4 
Apr. 4, 1949 do Ferry County PUD and Nes- (3) z 
pelem Co-op ? 
Nov. 23, 1949 City of Eugene City of Springfield Dee. 31,1951 
Jan. 19, 1949 Benton County PUD Benton County REA Jan. 19, 1969 
Sept. 6, 1950 Chelan County PUD Chelan County REA July 21, 1968 
Jan, 12, 1951 Okanogan PUD Okanogan REA Jan. 12,1971 
Dec. 28, 1949 do Douglas County PUD Dec. 28, 1954 
Simpson Logging Co Grays Harbor PUD and City of | June 30, 1952 
McCleary. 
Nov. &, 1950 Mountain States Power Co Benton-Lineoln Co-op. (Scio) Oct. 31, 1952 
Aug. 15, 1947 City of Seattle_-_. Tanner Mutual Power & Light | Aug. 15, 1957 
Co 
( City of Seattle British Columbia Elec. Railway (4) 
Washington Water Power Co Montana Power Co 5 Dec. 15, 1952 
Montana Power Co Harvey Machine Co 5 Do 
WHEELING BY BONNEVILLE POWER ADMINISTRATION FOR OTHERS 
( Bonneville Power Administration | Pacific Power & Light Co Sept. 30, 1955 
(Rainier and Willbridge 
do Washington Water Power Co. Do. 
(Creston, Deer Park, Orin). 
do Pacific Power & Light Co. (Ione) Do. 
do Washington Water Power Co Do. 
(Cabinet Gorge). 
do Pacific Power & Light Co. (As- Do. 
toria). 
Dec. 1, 1950 do Victor Chemical Co Dee. 1, 1970 
Sept. 23, 1950 do Harvey Machine Co__. Sept. 23, 1970 
Sept. 27, 1950 do do Sept. 27, 1970 
Sept. 7, 1950 do Tillamook County PUD Sept. 7, 1970 
do U. S. Bureau of Reclamation | Mar. 11, 1948 
(Hungry Horse). 
do ; : .| U. S. Indian Affairs (flungry (2) 
Horse). 
do Mountain States Power Co. _. Sept. 30, 1951 
Sept. 1, 1950 do California-Oregon Power Co. Oct. 31, 1955 
Agreement has been reached with transferor but formal contract has not been executed. 
2 Terminates on June 30 of any year subject to extension for additional year by mutual agreement. 
By mutual consent. 
4 Not determined. 
5 Approximate 9 
4 
é 
% 
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INTEGRATING OF GOVERNMENT-OWNED POWER FACILITIES 


Senator Wuerry. In regard to this policy, it is rather far reaching. 

You state here that the Department is obligated to carry out its 
power marketing program under the policies embodied in the law. 
Then you go on to list A, B, C, and so on. 

The one I am interested in particularly is a further elucidation of 
what you mean in clause D: 


Integrating Government-owned power facilities. 


If you do not want to take the time now, you may put it in the 
record. 

Then there is the next one: 
Interconnecting such facilities with other power systems. 


What are your plans on that? How far are you going to go? 

Secretary Cuapman. That is exactly what we have been doing 
with these wheeling contracts making interconnections. 

Senator Wuerry. You are going to connect these Government- 
integrated power facilities like the TVA and maybe the St. Lawrence 
seaway? Is there any such idea in your mind? 

Secretary CHAPMAN. | did not have that in mind. The private 
utilities would be serving all the people in between. 

Senator Wuerry. Will you further elucidate more in detail what 
you mean by those two or three clauses? 

Mr. Warne. I can give an example. 

Senator Wuerry. Just make it a part of this memorandum and 
put your examples in there. I would like to know what you have in 
mind, 

Secretary CHapman. I will do that. It may need an interpreta- 
tion. 

I think it is clearly in line with policy and certainly in line if you 
instructed us to carry wheeling contracts. 

Senator Wuerry. This is what is set up by law. I want to know 
your interpretation of that law. We helped pass that law. Just go 
further and explain what you mean and how it is applicable, and put 
your example right along with that memorandum. 

(The information is as follows:) 

The following is an interpretation of clauses 1 (d) and 1 (f) in paragraph 1 of 
Power Wheeling Contract Requirements. 

Paragraph 1 of the principles relating to requirements, terms, and conditions 
upon which power wheeling contracts should be negotiated, states that among 
the objectives to carry out the policies embodied in the law should be (d) to 
integrate Government-owned facilities and (f) to construct such transmission 
facilities as may be necessary, desirable, or appropriate to the foregoing purposes. 

1. Integration of Government-owned facilities —This means that, wherever pos- 
sible, the power facilities should be so interconnected and operated together that 
the maximum economie benefit would be derived from the projects. To fail to 
do so results in economic waste. To avoid such waste it is necessary to construct 
transmission lines between Government projects or to enter into wheeling or lease 
arrangements where such interconnection may be accomplished through the use 
of adequate transmission facilities owned by others provided the cost will not 
exceed the cost to the Government of providing its own facilities. 

It has been demonstrated by both public and private power interests that 
pooling of power resources by system interconnections results in the maximum 
utilization of generating capacity and a minimum of reserve capacity required 
for contingencies and emergencies. Examples are the interconnection of Govern- 
ment plants such as Grand Coulee and Bonneville power plants with the power 
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network serving the northwest power pool; the interconnection between Hoover, 
Parker, and Davis power plants on the Colorado River; and the southwest power 

ool interconnections which amply demonstrated its worth during World War II. 

jork now under way for the interconnection of Government power plants by 
departmental agencies are exemplified by the interconnections between Hungry 
Horse and Grand Coulee; between Garrison and Fort Randall on the Missouri 
Basin project; between Canyon Ferry and East Helena, Mont., for the purpose 
of interconnection with the private utility whose transmission system inter- 
connects with the Government’s Fort Peck project. Some of the facilities pro- 
posed in 1952 for such purposes are a line from Folsom power plant to Elverta, 
the location of a switchyard on the main Central Valley power system, and a line 
from Estes power plant to Pole Hill power plant on the Colorado-Big Thompson 
project. 

2. Construction of such transmission facilities as may be necessary, desirable or 
appropriate to the foregoing purposes.—This is responsive to the numerous appli- 
cable acts of the Congress that only such transmission lines and related facilities 
as would be necessary to carry out the mandates of Congress in as economical a 
manner as possible would be constructed, thus providing that the full benefits 
of the Government-owned power will accrue to those agencies entitled to prefer- 
ence and making a maximum contribution to the power resources of a region by 
interconnection with other power systems. Transmission lines will be proposed 
for construction where necessary to carry out congressional policy, where such 
transmission lines are required and are fully justified by engineering and economic 
considerations. 

It is proposed, as has been the policy in the past, to construct only those lines 
necessary to integrate the operation of the Government’s own facilities and to 
bring Federal power to the load centers. It is contemplated that bus bar delivery 
of power from Federal plants will not be made in any case where it will tend to 
result in monopolization of the power resource. The construction of lines to 
interconnect facilities are also proposed where more economical operations will 
result and maximum utilization of the resources can be accomplished. 

Such construction of lines is considered basic to carrying out the preference 
provisions of the law and to encourage widest possible use of publicly financed 
resource developments. 

All lines proposed for construction are studied from an engineering and economic 
standpoint prior to requesting the Congress for appropriations for construction. 


Senator Haypgen. You were starting to read the section concerning 
the Keating amendment in your prepared statement. 

Secretary CuapMaNn. The Keating amendment is the most deliberate 
device that could have been used to undo much of the work that has 
been accomplished so far in reaching wheeling agreements. 

Senator Corvon. Do you mean that the individual proposing that 
amendment intended to effect the results which you claim follow from 
it? 


EFFECT OF KEATING AMENDMENT 


Secretary Cuapman. I do not know what other interpretation I 
would put, except he intended his amendment to stop the building of 
transmission lines. 

Senator Wuerry. And he did it deliberately? 

Secretary CHAPMAN. Yes. 

Senator Wuerry. I think that word “deliberate” improves the 
statement. I think it is not only insidious, but it was planned. 

Secretary CHapMAN. I am not using this language to make him 
mad. 

Senator WHerry. What you say is this man deliberately planned 
this thing to accomplish the result? 

Secretary CuapMAN. He is a smart operator because he knew his 
business. 

Senator Wuerry. Is that what you mean? 
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Secretary CHAPMAN. He is smart. 

Senator Wuerry. He deliberately planned this amendment and 
thought it out? 

Secretary CuHapman. If he did not, he is the smartest man IJ ever 
worked with because he could not have done that without thinking it 
over. 

Senator Haypren. You may proceed, Mr. Secretary. 

Secretary CHapMAN. I am trying to describe the effects of his 
action. If I have used the wrong language to imply he was malicious, 
I did not mean that. He has a different point of view than 1. 

Senator Wuerry. Did the Congress deliberately sit up at night 
to think about this so that they would know the results? 

Secretary CHapMAN. I am not going to comment on that. I will 
take what you give me and I will go home with it. 

It puts the Department at the complete mercy of the private 
utilities, since it would prohibit initiating construction by Reclamation 
of all power transmission facilities for whatever purpose they might 
serve. 

Senator Corpon. Do you mean that? 

Secretary CHAPMAN. Yes. 

Senator Corpon. Please read the amendment. 

Secretary CHapMAN. I have read it. 

Senator Corpvon. Please read it again. 

Secretary CHapMAN. I cannot find anything to give me encourage- 
ment. 

Senator Corpon. I do not know about the wisdom of the amend- 
ment, but that sort of a statement I do not think you ought to have 
in this record because the amendment does not do that. 

Secretary CHAPMAN. Let me read that again. 

It would not permit construction of lines to interconnect Federal 
power projects in order to pool the resources and make maximum 
use of power generation. 

Senator Corpon. Please read the first part. It says: 

Since it would prohibit initiating construction by Reclamation of all power 
transmission facilities for whatever purpose they might serve. 

It does not do that. 

Secretary CHapMaNn. It does in that area. 

Senator Corpon. Then if you will say in an area where you have a 
wheeling contract, you would be correct. 

Mr. Warne. We have wheeling contracts. 

Secretary CHapMAN. In my statement I referred to the fact that 
this situation applies in an area where wheeling contracts have been 
negotiated and approved. 

On page 7, it says: 

As evidence of good faith, the Department has executed exchange or wheeling 
agreements with virtually all of the principal operating utilities in the areas 
where Government power is available, with the exception of the southeastern 
area. 

Those are the areas I am talking about here. 

Senator Corpon. Now, you have clarified your statement. 

Secretary CHAPMAN. Does that connect properly? 

Senator Wuerry. No. 

Why do you not give the Keating amendment and insert it? 
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Secretary CHapMAN. It has been read into the record. 

Senator HaypEn. I read it in the record, Senator. 

Senator WHerry. I beg your pardon. I was out of the room at 
the time. 

Senator HaypeN. Proceed, Mr. Secretary. 

Secretary CHapMan. It would not permit construction of lines to 
interconnect Federal power projects in order to pool the resources and 
make maximum use of power generation. It would prohibit the 
construction of lines to serve project purposes, such as pumping 
plants and other project features essential to irrigation of western 
lands. 

Does anybody interpret that any differently? 

Senator Corpon. If you read all this, modified by your first state- 
ment, then you are all right. 

Secretary CHAPMAN. It is modified by the fact it is connected with 
the areas which I told you about on the preceding page. 

Senator Corvon. Where you have wheeling contracts. 

Secretary CHAPMAN. That is correct. 


CONSTRUCTION OF LINES PROHIBITED 


It would prohibit the construction of lines to serve loads within any 
utility’s area, and which the utility may have no intention of serving 
itself. 

And, not the least of the damaging effects of this amendment, 
would prohibit the construction of lines which are required by the 
Government to fulfill provisions in existing contracts with the 
utilities to make effective the wheeling agreements. 

That is the most damaging thing about this amendment in terms 
of the good faith of the Government since we have approved these 
contracts and we certainly intend to carry them out as we have signed 
them. 

This amendment will make it impossible to carry out some of those 
agreements. 

The amendment would nullify preference provisions of all previous 
legislation enacted by Congress since 1906 with respect to the disposal 
of Federal power and would place the disposal of Federal power 
entirely in the hands of the utility. 

Is there any doubt about that interpretation? 

Senator Corpon. No. That is not correct. 

Secretary CuapMAN. I do not agree with you. I think that is the 
result. 

Senator Corpon. | think you are mistaken. 

Secretary CHapMAN. I think that is the result. 

Senator Corpon. There is no use arguing about it because I read 
the language differently. 

Secretary CHapMAN. That is the way I intepret the result of what 
this amendment would do. I do not think you would be able to sell 
any more power from a Federa! dam to anybody but a private utility. 

Senator Wuerry. Are you still talking about these areas covered 
by wheeling contracts? 

Secretary CHAPMAN. Yes. 

Senator Corpon. I think the thing that has not been clarified is 
this: There are wheeling contracts and wheeling contracts. If you 
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have a contract to wheel Federal power for the Federal Government 
into a given area and that contract provid 's that it is only wheeling, 
that it is delivered there to your customers in the amount and at the 
time that you direct, then that contract in itself guarantees this very 
service you say here is probibited. That is the point. 

Secretary CHAPMAN. This amendment keeps you from carrying out 
that very contract. 

Senator Corpon. No. 

Secretary CuapMan. I would like to argue that in court with you 
when you and I are in private practice. You never will be, but I may 
be. 

I frankly do not agree with that interpretation. I really and 
sincerely mean that. I believe this language I am interpreting here 
will do exactly that. 

Senator WHrerry. Why? 

Secretary CHAPMAN. Because you cannot build a line to do any- 
thing. Under this you cannot even connect with a dam. You 
cannot build anything. 

Senator Wuerry. If it is in the contract, you are to do this. 

Secretary CHAPMAN. What contract? The contract you have 
made? 

Senator WuHerry. Yes. 

Secretary CHapmMAN. None of these contracts connect directly with 
the dam. We have been entering into contracts to wheel power from 
load centers not from the bus bar. That is the Federal policy laid 
down by Congress. 

That being so, these contracts do not provide for delivery of power 
that close to the dam. 

Then how are we going to build lines to take the power from the 
dams? 

I have never talked with this Congressman and I am certainly not 
going to impute any ulterior motives to a man’s efforts. 

Senator Wuerry. Except you say he did it deliberately. 

Secretary CHapMan. You could do it honestly and deliberate:y. 
It takes a lot of thinking to do some of these things deliberately. | 
think I an doing this deliberately, and I am doing it honestly. 

I do not know whether he realizes the full implications of this 
amendment. 

Senator Corpon. It would probably be a useful amendment had it 
been carefully thought out. I do not think there was too much 
effort put into it, or he would have understood the only thing that 
ever should be prohibited, if anything, would be the building of 
duplicating lines to those which are covered by wheeling contracts. 

I think that is what he intended; however, that is not what he did. 

Secretary CHapMAN. You can see he has trouble with his language 
the same as I. 

Senator Wuerry. What if the amendment were modified to do that? 
Would you have any objection to that? 

Secretary CHapman. Yes. I do not like the menace of such pro- 
visions. I think we are doing all right as it is. 

You may remember, Senator Ellender, a year ago in our hearing, 
vou said: 


Why don’t you try to work out wheeling agreements with these people? 
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I have acted with all honesty to try to do that. We have signed 
wheeling contracts. This amendment cuts the heart out of everything 
that we have done. 

Senator Corvon. I do not think it goes that far. It needs some 
correction. 

Secretary CHapman. If you would amend it from the enacting 
clause down, I would accept it. 

Senator Wuerry. On the other hand, is not a public utility faced 
with the fact that here comes the Government with a line after they 
have entered into a contract in good faith? 

Secretary CHapMan. No. There is no such case in existence in 
this country. Please name one. 

Senator Wuerry. | say if you carry your argument to the conclu- 
sion, they are faced with that. 

Secretary CHapMAN. They are fearful of something that has never 
happened. 

Senator Wuerry. You are fearful, and they are fearful, so you are 
both fearful. 

Secretary CHAPMAN. Probably we are. 

Senator WHerry. You just said if you modified this amendment 
to eliminate or modify it so that it only restricted building or duplicat- 
ing parallel transmission lines, you still would not be for it. 

See retary Cuapman. I would not like it, but I would take it and 
make it work. 

PARALLEL TRANSMISSION LINES 


Senator WHerry. Then they ask on the other side, is it not the 
utility which is fearful of the same thing. Here after you enter into 
a contract, he is still confronted with the fact that you come in with 
a parallel transmission line. Do you see what I mean? 

Secretary CuapMan. As a matter of fact, they have been fearful 
all along that we would build duplicating lines. That is their natural 
concern and fear. I do not criticize them for that. 

They naturally fear we are going to do that. As a matter of fact 
we have not done it. 

Senator Haypen. You could not do it unless Congress gave you the 
money. 

Secretary CHApMAN. That is right. We sit here and present it to 
you in detail. The power company comes in and presents details. 
You accept it or turn it down. You have turned down a lot of trans- 
mission lines I have asked for. You thought it was not proper to put 
them in. 

Senator Wuerry. I was asking the clerk just now for a case to show 
what I was trying to talk about. He mentions this Ames Laboratory 
out in California. You have worked with P. G. & E. out there. Is 
it a fact they have their line? 

They have a line going in there that would not take care of all the 
power. It will not give them enough volume. 

Now they are fearful you are going to build a new transmission line 
in there. 

Secretary CHAPMAN. I am not familiar with that particular case. 

Senator WHerry. Take some other case, then. 

Secretary CHapMAN. I am not familiar with the situation, whether 
we are building a line, or even asked for one. But there has never 
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been a duplicating line in terms of capacity to transmit power. They 
think some of them are. They call some of them duplicating lines. 

Senator Wuerry. I know that is a matter of opinion. 

Secretary CHAPMAN. I try to lean over backward to be fair to the 
other man’s point of view. 

[I am sure that you gentlemen are not going to agree with this 
Keating amendment. I am going to skip over the rest of it in my 
statement. 

Senator Wuerry. I think this has been very helpful. I am glad 
to get your point of view. 

Senator Corpon. 1 am in entire agreement with your first para- 
graph that begins on page 9, where you earnestly request that the 
committee explore the effects of the House action during the hearings 
on this bill. I think it is the duty of this committee to do that. 

Secretary CHAPMAN. That is right. I was going to skip over that, 
but I am glad that you mentioned it. 

Senator WHerry. You opinion is if this amendment is adopted, 
there will not be any of these backbone transmission connecting lines 
to the load center? 

Secretary CHAPMAN. That is right. 

Senator WHerry. That is what you say the Keating amendment 
will do? 

Secretary CHAPMAN. Or connecting lines. That is what it will do. 

Senator WHerrRyY. You cannot get it where you want it. 

Secretary CHAPMAN. That is my interpretation. I may be wrong, 
but I believe it will do that. 

Senator Corpon. Mr. Chairman, I want to suggest to the Secretary 
I think he has overlooked an important part of the amendment. 

Secretary CHAPMAN. That is the reason I wanted you to explore 

further. I thought you would find some evils in it. 

Senator Corpon. I am quite sure the worst result that can flow from 
it would be that it would be substantially in the hands of the Secretary 
of the Interior in going forward in good faith here in regard to wheeling 
contracts in areas where the major necessary bac kbone transmission 
h: as not yet been constructed and wherein he would be very loath to 
make a wheeling contract for fear that in any given area you might be 
prevented from carrying out the full intent of Congress. 


Orrick OF SECRETARY 
SOUTHWESTERN POWER ADMINISTRATION 
GENERAL PROVISIONS, CONSTRUCTION 


Secretary CHAPMAN. That was what I intended to convey in the 
first part of my statement. 

I thought that was one of the damaging parts of this amendment; 
that the good faith of the Congress is brought into question here on the 
contracts I have already made. 

Certainly it would be a terrific handicap for any future wheeling 
contracts. I do not see how you could make them. 

[ am going to skip over to the Southwestern Power Administration, 
page 13 of the statement. 

We have talked a great deal about Southeastern and Senator 
Ellender has asked me some questions. 
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The engineer from that area will be prepared to answer those 
questions when the Southeastern estimates are considered. 

Senator WuHerry. They took out all of these funds and you are 
asking to reinstate those in order to carry out the program? 


HOUSE AMENDMENTS 


Secretary CHapMAN. Only partly. Two amendments’ were 
adopted on the House floor with respect to the Southwestern Power 
Administration that demonstrate clearly the effort to weaken the 
program of this agency. 

Please do not get me wrong on that language. I am not talking 
about a partic ular Congressman. I am talking about the effects of 
the amendment. 

One of these amendments eliminated all funds included in the 
budget estimate for miscellaneous construction. The other inserted 
a proviso that would prohibit the use of the appropriation to continue 
construction of a project already under way. That is a separate 
amendment put in on the floor against the recommendation of the 
Appropriations Committee that heard us. 

Senator WHerry. That is a theory that no new construction should 
be commenced? 

Secretary CHApMAN. It did not have any theory attached to it. 
They did not want any power development. They did not argue 
the case. 

Senator Haypen. The text appears to be on page 4 of the bill: 

That this appropriation shall not be expended for the construction of facilities 
designated as comprising the western Missouri project. 

Secretary CHapMAN. That is the second amendment. 

Senator WHerry. What is the first one? 

Secretary CHapMan. The first one cuts down the amount. The 
second amendment cuts out a specific project by proviso. 

Senator Wuerry. This second one is the one where there is a 
complete prohibition against a partic ‘ular power project. 

Secretary CHapMAN. That is right. The facilities service co-ops 
in western Missouri. 

Senator Corpon. That is the area where the co-ops put in the 
steam plants? 


CONSTRUCTION OF MISCELLANEOUS FACILITIES 


Secretary CHAPMAN. Yes. 

The need for funds for the construction of miscellaneous facilities 
is intimately related to our contractual relationship with other 
utilities. This wheeling contract I got with the Oklahoma Power Co. 
last year just preceding your hearing last year, and if I cannot use this 
money to build some miscellaneous connections, we cannot carry 
out the contract l have with the Oklahoma Power Co. 

They are satisfied with the contract. I think it is a good contract 
for the public. 

Time and again the Appropriations Subcommittee of the House of 
Representatives and this committee have discussed with us the 
problem of working out contracts with non-Federal electric systems 
which would reduce the Federal investment required for the marketing 
of its power. 
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POWER CONTRACTS 


This department recently executed a contract between the South- 
western Power Administration and the Public Service Co. of Okla- 
homa and the Oklahoma Gas & Electric Co. which became effective 
on February 6, 1951, when the rate schedules were approved by the 
Federal Power Commission. 

Again that same question arises. I negotiated the contract, or my 
people did. 

After we worked out a rate, we submitted it to the Federal Power 
Commission and it was approved by them. That is the way I want 
them all to go. 

Under that contract, service may be rendered by the Government 
to any customer on or near transmission facilities of the company 
without the necessity of the Government constructing its own exten- 
sive system. 

However, from time to time it will be necessary for the Government 
to construct certain extensions of facilities or service connections to 
its customers. 

Somewhat similar provisions are included in Southwestern’s con- 
tracts with the Texas Power & Light Co., the Southwestern Gas & 
Electric Co., and the large rural electric cooperatives. 

The purpose for which the power contracts were entered into with 
the private utilities is without meaning if the Southwestern Power 
Administration is prevented from executing terms of the contracts 
which may involve the construction of facilities. The estimate should 
be restored if all our efforts are not to be reduced to futility. 


LIMITATION ON USE OF FUNDS 


The second amendment was adopted, without recucing the esti- 
mate, to prevent the use of funds requested in 1952 for the completion 
of facilities already under way in the western Missouri project. That 
is one of the most serious cases I can pick up as a direct example, and 
I do not see how you can argue that. You are wasting money that 
we have used to start construction of that project. 

When I think of the problems we have had and the conferences 
we have held trying to work out this contract, | am amazed. 

Senator Haypen. What are the names of the companies? 

Secretary CHapMan. The Oklahoma Gas «& Electric Co. and the 
Public Service Co. of Oklahoma. 

Senator Haypren. The term “Western Missouri’ was used. 

Secretary CHApMAN. That is one, too. The other two are with 
private power companies, but principally the Oklahoma Gas «& Elec- 
tric Co. 

Senator Wuerry. Is this in any way tied in with the appropriation 
for the steam plant there? 

Secretary CHAPMAN. No. 

Senator Wuerry. This has nothing to do with that? 

Secretary CHAapMAN. Our appropriations have nothing to do with 
that. 

Senator Wuerry. | do not mean the co-ops; | mean the REA, not 
the cO-Ops. 

Senator Corpon. Do you not operate those steam plants? 
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MANAGEMENT OPERATING ACTIVITIES 


Secretary CuHapMan. We have a contract. That gives us the 
operating management of these facilities. I have nothing to do with 
negotiating the loan by REA to the co-ops. 

Senator Corpon. Having failed to get appropriations in the past 
to build steam plants, another Government agency gets the money to 
build a steam plant. They build the steam plant’ and you operate it, 
firming up on your own power thereby, and thus by indirection, do 
what the C ongress would not permit you to do directly. 

Secretary CuapmMan. That statement I would interpret to be 
almost correct. This is what happened: 

The REA and those co-ops have their own interest at stake. They 
negotiated their own contracts and so far as the building of their own 
steam plants, we are not a party to the transaction. 

Senator Corpon. You had to do with this. Your Southwestern 
Power Administration sat in with them and worked out the plans for it. 

Secretary CHAPMAN. We sat in with the private utilities and 
helped them work out their plans because we were working on an 
integrated system in this area. We had to work with them. 

Senator Corpon. There was the construction of steam plants and it 
was a coordinated effort with Southwestern Power and the public 
utility districts. 

I am not saying this critically. I want the record to show what 
happened. 

Secretary CHapMAN. That is right. 

Senator Corpon. The purpose of it was to furnish peaking power to 
steam-operated plants in this area, the plants to be financed by the 
cooperatives through REA and then to be leased to Southwestern 
and to be operated by Southwestern as an integrated power-generating 
system in that section of Missouri. 

Secretary CHAPMAN. That is correct. 

Senator WuHerry. Do those funds come out of Agriculture? 

Secretary CHAPMAN. Yes. 

Senator Hay DEN. We had a joint hearing and we will probably have 
to do it again. 

Senator WuHerry. This does have a bearing on that. 

Secretary CHAPMAN. Yes. 

Doug Wright will be before you to give you the details. He 
negotiated that part of the contract and he will tell you about it. 

The prohibition against completing these works should be removed 
from the bill in order to provide service to this area and to prevent the 
loss of the investment which the Government has made to date. 


WESTERN MISSOURI TRANSMISSION LINES, SOUTHWEST POWER 
ADMINISTRATION 


HOUSE ACTION 


Senator Haypen. The House appropriated $1,560,000 for these 
western Missouri facilities, but the language adopted by the House 
prohibits the expenditure of that money? 

Secretary CHAPMAN. That is right, but they did not take the money 
out of the total bill. The language prohibited its use. 
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REVOLVING FUND 


Senator Haypen. Was an effort made in the House to do away with 
the so-called revolving fund of the Southwestern Power Administration? 

Secretary CHAPMAN. There was an amendment presented on the 
floor, but it was defeated on a point of order. 

Senator Haypen. That is substantive law? 

Secretary CHAPMAN. That is right. 

Senator HaypreNn. Nevertheless, the use of that fund in that way 
is questioned. That is why I think when we get around to it we 
ought to have some sort of a meeting wherein “the REA and your 
Department discuss that question of the use of the revolving fund 
and what the effect of it is. 

Senator ELLeNpeER. Did you ask for a larger revolving fund? 

Secretary CHapMaNn. No. It was just the same one as we have 
had for years. 

Senator Haypen. The question that is raised is that for the use of 
that revolving fund and the use of funds appropriated to the Depart- 
ment of Agriculture in the Agriculture bill for the REA it makes it 
possible to have a heavy Government investment in power facilities, 
steam power facilities in particular, that were not appropriated for 
directly by Congress, the appropriation being merely made in a lump 
sum to the REA. 

Secretary CHAPMAN. That is right. 


COORDINATION WITH RURAL ELECTRIFICATION ADMINISTRATION 


Senator HaypgeNn. It seems to me if that is to be questioned, the 
limitation on the use of the funds would have to be placed on the 
money appropriated to the REA 

Secretary CHAPMAN. That is right. 

Senator HaypeNn. You have to consider the two problems jointly, 
because your two departments are working together, one by the use 
of its revolving fund, and the other by the appropriations made to 
the REA. 

Senator ELLENDER. Do you think it is fair for one branch of the 
Government to obtain a guaranty from another branch of the 
Government to put up these steam plants? 

That is the way it is working in some sections. ‘The REA furnishes 
the money, but if the matter were left strictly with the several rural 
electrification co- -ops combined, thev could not buy sufficient power 
to amortize this loan made; but the Southwestern Power could come 
in and say, “I will buy all your power and I will assume the payment 
of this obligation between REA and the Government.” 

Do you think that ought to be countenanced? 

Secretary CHAPMAN. Senator, since you are a lawyer, I am sure 
you will appreciate my position. 

Senator ELLenper. Thank you. 

Secretary CHapMAN. I know that you are. I am in court on that 
very question now. I would hesitate to answer too fully in regard 
to it. 

Senator Haypen. What is the case? 

Secretary CoarpMan. The case is to enjoin us from carrying out the 
contract between the REA and the Southwestern Power Administra- 
tion brought in the Federal district court in St. Louis. 
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The court action is still pending. Any comments I make might be 
used in the court action. 

In general terms, | would say Mr. Doug Wright will be before your 
committee to give you the details on this case. He has worked with 
them day by day, both with the private companies. and the REA, 
trying to integrate the whole system for that area. 

They needed steam plants to firm up some of the power in those 
areas. We did not get it. 

Senator ELLENDER. The steam plants could not have been built 
except for the fact that they got a guarantor and that gurantor was 
the Government itself? 

Secretary CuapMan. The guarantor in terms of the Southwestern 
power saying “We will furnish a certain amount of power.”’ 

That is perfectly legitimate. I think we ought to furnish power to 
the co-ops who have a preference right under the law. 

Senator ELLENDER. You do not have a right to guarrantee their 
obligations. 

Secretary CHapMan. We were not doing that. 

Senator ELLENDER. You are doing it indirectly. 

If the repayment of those bonds or amortization of those loans had 
been strictly upon the money collected from the co-ops, it could not 
have gone through. You came in there through the Southwestern 
Power Administration and said, “We will buy all you can produce 
and then we are going to buy your transmission lines.” 

Secretary Cuapman. I think that is one of the best contracts we 
have got in the country for the people out there, including the co-ops 
and the private companies. 

Senator ELtnenpER. Why do vou not do it directly? 

Secretary CHAPMAN. in is their business, to firm up the power 
REA had the money to firm up their own power. We furnish a 
certain amount of sh aioe and off-peak power. 


INTEGRATION PROGRAM FOR MANAGEMENT PURPOSES 


We are integrating the whole system for management purposes. 

I can see your point. You get the impression we were trying to, 
by indirection, do what you said we could not do directly. You have 
not said to REA they could not build a steam plant. They wanted 
to firm up their own power for the REA co-ops, but they wanted to 
integrate it with our system because we had integrated and been 
negotiating the contract with the private power company. 

Senator Haypen, If limitations are going to be placed upon that 
kind of an arrangement, it seems to me they will have to be done in 
the Agriculture appropriation bill, with respect to the REA 

Senator Wuerry. | think you have to have joint he arings to get 
this out on the table. 

Senator Haypen. I think so. 

Senator WuHerry. As long as the Secretary has been interrupted, 
I will have a few questions. 

Is the Secretary coming back again? 

Senator Haypren. If you want him to come back. 

Senator Waerry. We have been talking about power. This is a 
general statement and the only time the Secretary is supposed to 
present his program; is that correct? 
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Secretary CHAPMAN. I will come back if necessary. 

Senator Wuerry. I have two questions that 1 have saved for 6 
months that I would like to present to you with respect to power 
and irrigation. I would be glad to read these questions and let you 
supply the answer, for the record. I must get up to the floor. 

Secretary CHAPMAN. I have a rather heavy schedule of appear- 
ances before different committees in the next 30 days, so I do not 
know when I will be able to come back. 

Senator WHerry. I will read the questions, and then you may 
furnish answers. 

Secretary CuarpMan. We will do that. 


POLICY ON RECLAMATION AND IRRIGATION 


Senator WuHerry. I get this, having been home last year, that on 
projects they wanted to start for irrigation that there seemed to be 
the thought that the policy was all power and that we were leaving 
irrigation out of the picture. I wrote it down. I was going to write 
you a letter, but I have saved it to ask vou about it. 

Mr. Secretary, there has been a feeling that with an increasing 
number of power administrations Interior was losing sight of its 
function as a western development agency primarily through recla- 
mation and irrigation. 

We all recognize the defense demands and the need for economy, 
but our irrigation and other resources and development must be 
given proper consideration. 

Would you care to comment on these observations and what will 
happen to reclamation unless we keep a reasonable number of new 
projects going? 

ae involves several suggested projects in my State. That is the 
No. | question. 

Secretary CHAPMAN. May I comment on it? 

Senator Wuerry. I would rather that you pre pare an answer. | 
think there is more to this than power and I think irrigation is vitally 
affected with power, and what you are going to do with it, and whether 
there is going to be a change in policy. 

You might not agree with me, but I made that as a memorandum. 
Mr. Secretary, as you are doubtless aware, there have been revivals 
of the Missouri Authority plan in one form or another. I believe the 
President’s Water Resources Policy Commission report indicated 
revived trend that way. 

These moves are generally looked on as being aimed to destroy 
reclamation and the Corps of Engineers as well as State rights, through 
a superauthority. 

Would you care to comment on the ability of the existing agencies 
such as Reclamation and the Corps of Engineers to provide a balanced 
program in the West for irrigation and flood control with power to 
continue as a byproduct to aid irrigation and financially assist in 
western development? 

I want to know what the policy is going to be in the future. 

[ am sorry to detain you here, because I realize these power questions 
are important. We are interested in power in Nebraska, but we are 
also interested in irrigation and whether there are going to be any new 
projects or the show is over there, and what your feeling is on that 
whole situation. 
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Secretary CuapMaANn. I am glad you have asked those questions. 
I want to prepare a careful answer for the record. 

I want to say to you that I feel that reclamation is one of the most 
important jobs for which the Department of the Interior is responsible. 

(Secretary Chapman subsequently submitted the following state- 
ment in response to Senator Wherry’s first question: ) 


I appreciate the opportunity that has been given me by the committee to 
supplement my oral responses to Senator Wherry’s first question. The Depart- 
ment of the Interior is committed to developing and maintaining a balanced 
reclamation program in the West that will make the maximum contribution to 
the emergency defense needs as well as the Nation’s long-term requirements for 
internal economic security. Within this framework, the Department of the 
Interior champions irrigation. Power is an inseparable ally. 

A balanced reclamation program obviously demands consideration for imme- 
diate national defense needs that can be met through multiple-purpose dams that 
will generate needed hydroelectric power and provide storage for irrigation pur- 
poses both to supplement supplies for existing developments and provide newly 
irrigated land to increase national food supplies. 

Flood control is a major factor along with power and irrigation in many de- 
velopments, while fish and wildlife together with recreation are also important 
considerations. The human factors revolving around home building and anchor- 
ing existing population in areas like the High Plains and elsewhere in the West 
are always major considerations. 

These are direct objectives of the reclamation program to which the Depart- 
ment is committed and all are in accord with congressional mandates that the 
Department of the Interior has recommended and supported. 

The Department is alert to its responsibilities for western development, includ- 
ing irrigation. It has initiated and vigorously supported multiple-purpose projects 
in which the partnership with and assistance from power revenues has made 
irrigation developments feasible in many major areas of the West. These develop- 
ments include the Columbia Basin project in Washington State, the Central 
Valley project in California, and the Colorado-Big Thompson area in Colorado. 
This is also true in the Missouri River Basin area, where power revenues will also 
aid irrigation. We are moving forward with irrigation as rapidly as possible but 
repayment complications have delayed irrigation construction in some instances 
where Congress has already appropriated funds. Reclamation is bending every 
effort to solve these and other problems that hinder irrigation progress. 

In Nebraska, where we point with pride to the North Platte reclamation 
project constructed 30 years ago in the western part of the State, the Bureau of 
Reclamation has completed three multiple-purpose dams on the Republican River 
and a fourth is under construction. The Army Corps of Engineers has completed 
Harlan County Reservoir. Our program is to put the irrigation waters behind 
these dams to work as rapidly as canal and distribution systems can be constructed. 

Funds recommended by the President in the 1952 budget will advance irrigation 
substantiallv, especially if the construction reductions made by the House are 
restored. Since power revenues aid irrigation, estimates for power, transmission 
lines, and multiple-purpose dams should also be restored. Those are urgent steps 
as is also the restoration of the cuts in general investigation funds which are 
essential to presentation of addicional irrigation and other projects for authoriza- 
tion and construction. 

The Department recognizes that additional reclamation projects must be 
gotten underway to meet the objectives I mentioned at the outset of this supple- 
mental statement and to maintain western resource conservation and development. 
As I have stated, we must fit proposals for reclamation and all other programs into 
the overriding national defense requirements with due regard for the long-term 
internal economic security of the Nation which President Truman has emphasized. 
These potentials are under constant scrutiny in the Department and the Bureau 
of Reclamation, and I am asking Commissioner Straus and Assistant Com- 
missioner Lineweaver to be prepared to discuss this subject more in detail when 
you reach Reclamation in these hearings. 


(Secretary Chapman subsequently submitted the following state- 
ment in response to Senator Wherry’s second question: ) 


I was very much impressed by the discussion relating to the Missouri Basin 
that followed Senator Wherry’s second question. It is heartening to have a 
reiteration of the nonpolitical character of reclamation. Senator Hayden’s com- 
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ments with respect to the need for special consideration of irrigation phases in the 
Missouri Basin go to the heart of the problem, much of that twilight area between 
the humid and arid regions. The fact is that since the devastating drought of 
the 1930’s there has been a series of we years and that has complicated considera- 
tion of irrigation development there under normal reclamation procedures.  [ 
agree with Senator Hayden that special consideration must be given to areas such 
as the Missouri Basin where irrigation requirements and agricultural conditions 
are different from those in the arid sections farther west where irrigation is abso- 
lutely essential to the maintenance of agricultural production, and we are working 
to that end. 

To combat recurrence of drought ravages such as devastated the Missouri 
Basin in the 1930’s, the Bureau of Reclamation, with the support of the Depart- 
ment of the Interior, sponsored Senate Document 191. This program basically 
was related to irrigation with power production to aid in making this phase feasible. 
Soil, recreation, fish and wildlife protection, mineral, and related conservation 
phases were included in an Interior Department program subsequently coordinated 
with that of the Corps of Engineers for flood control, navigation, and power pro- 
duction on the main stem of the Missouri. Blessed by Congress in the Flood 
Control Ae, of 1944, this Missouri Basin program marked the greatest forward 
step taken for coordinated river basin development in the West. Administered 
by existing agencies, substantial progress has been made in the last 6 vears. 

Sponsored by the Department of the Interior and the Corps of Engineers, the 
program is constantly reviewed by an interagency committee composed of the 
Governors of the Missouri Basin States and representatives of all interested Fed- 
eral agencies. The construction work is done by Reclamation and the Corps of 
Engineers. The imperative objective is to treat the Missouri Basin as a single 
project development, and we are working to that end to achieve economic stabili- 
zation of a region that occupies one-sixth of the Nation’s continental area with a 
population of 7 million. In the 1930’s the Federal Government directly and in- 
directly spent more than half a billion dollars by stopgap efforts to meet emergen- 
cies. Many thousands of persons lost their homes and migrated elsewhere. 

The Missouri Basin development program of water conservation for irrigation, 
flood control, and related phases, with power production assisting irrigation 
financially, seeks to make Federal expenditures for facilities in the area of perma- 
nent value to the region, its people, and the Nation. 

Like all other programs of the Department, that of the Missouri Basin must be 
fitted into the emergency defense requirements that I have previously discussed. 

No legislation is now pending in the Congress to change the method of handling 
the Missouri Basin development by existing agencies, which are doing an excellent 
job. The report of the President’s Water Policy Committee is under review in 
the Department and, until that review is completed, I beg the indulgence of the 
committee to withhold comment. 

Until Congress approves a change, the Department of the Interior will carry 
out the mandate for development laid down in the Flood Control Act of 1944. 

With respect to Senator Wherry’s comments as to Nebraska’s concern for 
further irrigation developments, I am asking Assistant Secretary Warne, who has 
spearheaded the Missouri Basin program for the Department, and representatives 
of the Bureau of Reclamation to be prepared to discuss this subject more fully 
when they appear before the committee on the Missouri Basin items. I have 
mentioned the progress that has been made in bringing the Republican River, 
an important tributary of the Missouri, under control through the coordinated 
program of the Bureau of Reclamation and the Corps of Engineers. The lag 
in the construction of the irrigation distribution system on the Frenchman- 
Cambridge unit has been due to circumstances connected with a repayment 
contract that were beyond our control. Our hope is that no further obstacles 
of this nature will develop in Nebraska or elsewhere in the basin. With the full 
cooperation of all concerned, irrigation can keep pace with other phases of the 
Missouri Basin program. The Department is anxious that water stored behind 
Missouri Basin dams shall be put to work for irrigation as well as power production. 


DEVELOPMENT OF RECLAMATION PROGRAM DISCUSSED 


Senator Haypren. I want to supplement that. 

The impression has gained strength throughout the country that 
the Department of the Interior is more concerned with power develop- 
ment than it is irrigation development. 
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When the Reclamation Service appears, I hope they will go into 
this subject fully. 

The way it is now, this bill has not anything new init. As a matter 
of fact, I doubt if you have the funds to carry on what are now the 
existing projects. It may be proper that they be slowed down in 
view of national defense. 

The point is there is nothing new. 

How long will it be before you run out of business as the Corps of 
Engineers have testified to us, unless something is done to start some 
new projects? 

They have a year and a half to 2 years’ business. The Corps of 
Engineers folded up on the flood- control development. 

How long would it take the Department of the Interior to fold up on 
any future i irrigation development? If you would have the Reclama- 
tion prepare a statement, that would help. 

Secretary CuapMAN. I would like to prepare a careful statement on 
that because I feel deeply about the question you have raised. I have 
been concerned about it and have been carrying on some conferences 
within the administration about it. 

Reclamation is a program that must go forward to develop the 
West. You do not stand still in a country like this. You either go 
up or down. The West cannot afford to go down. It will go down 
if we do not continue reclamation development. That is my belief. 

I realize there is another problem involved. I am not the one, 
however, to make the decision on it. 

In this time of crisis, we have a terrific budget coming up for 
defense only. It is very difficult to determine the status of projects 
that are not absolutely essential for defense purposes. 

Actually if we do not get more money for new starts, we will be out 
of business in reclamation in less time than applies to the Corps of 
Engineers. 

Senator Wuerry. Is that because on these defense projects food 
is not considered really essential and power is? 

Secretary CHAPMAN. Food and power both are rated highly. 

Senator WHerry. It has not been emphasized up to this point. 

Mr. Warne. We have not started any power projects either. 

Senator Wuerry. I wish that you would answer that, those ques- 
tions that I have asked. Iam sorry that I bothered you with them. 

Secretary CHAPMAN. We appreciate it. 

Senator Wuerry. In our section we are mostly through with the 
public power projects. We want land in semiarid territories to have 
water. 

Thank you very much. 

Secretary CHAPMAN. I share the concern you do. 

Senator Wuerry. Those two questions summarize the whole 
situation, and I will not have to go further. 


POWER AS A BYPRODUCT OF RECLAMATION PROJECTS 


Secretary CHapMANn. I will try to give you an answer that will be 
adequate. You must realize that power happens to be more con- 
troversial than just reclamation, consequently, it takes the headlines 
or the time of the committee. 
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We spend more time—I mean the administrative people—dealing 
on power matters than on the other things. The pattern for reclama- 
tion has been worked out for so long. It goes along pretty smoothly. 

Consequently, you hear so much more about “the byproduct of 
reclamation, which is power. 

Senator Haypen. That is the thing that has been in my mind; 
that it was a byproduct. If it is not that, the Reclamation Service 
should not be in the middle. 

Senator ELLENDER. I gained the impression sometime ago that the 
cost of this reclamation project to the farmer was so great in many 
areas that it was not feasible to build it, or to build them, as the case 
may be. 

Senator Haypen. Do you know of any future reclamation develop- 
ment of any large consequence in the United States that does not 
have to be subsidized by power? 

Secretary CuapMan. I do not know of any particular project that 
does not require the auxiliary elements of power to help carry its 
costs. 

Senator Haypen. Take the entire Missouri Basin. You have 
fixed a rate of 5 ie Actually the power can be produced as power 
practically as cheap as in the ( ‘olumbia Basin. You fixed a 5.5-mill 
rate. Probably if it cost you 2% mills, you would have 2% mills left 
to aid in the irrigation deve Jlopme nt. That is the way it should be. 

Senator Wuerry. This Missouri River development with ail this 
power, if it is to be continued on the old policy in such great areas as 
this midcontinent, you would have to come in or else it is out. There 
is no other way for that area to get any revenue. 

The question the Senator asked about whether it can be justified is 
another thing. If the policy is going to be power and all receipts used 
for power and there is to be no further byproduct for irrigation, we 
ought to know that. 

Here is a big district out there that if they cannot get help from 
Reclamation, the ‘y are going to try to develop it some other way. 

That is a wonderful te rritory. I do not think there is any better 
land than that land around Columbus. But every 2 years out of 5 
they have a drought. It has to have supplemental irrigation. 

Senator HaypreNn. They are not situated like straight desert country 
where water is life and you cannot produce anything without it. 
That being the case, the use that is made of water is not as great and 
they cannot afford to pay as high cost for it. 

In those instances if adjacent power development can help to reduce 
that cost, it ought to be applied in that area. 

Senator Wuerry. The whole point is, Mr. Chairman, out there 
these fellows have been looking forward to the time when their turn 
comes. If the policy is going to change where their byproducts fade 
out of the picture, and there is no revenue to be determined from that 
source, you have a new picture confronting those people in the years 
to come. ‘They are thinking about it and they are wondering what 
the future policy is going to ‘be. 

Senator Haypen. Have you another high spot that you wish to 
cover, Mr. Secretary? 
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CONSTRUCTION, BONNEVILLE POWER ADMINISTRATION 
HOUSE ACTION 


Secretary CHapMAN. I have two more high spots. I do not think 
I should pass up the Bonneville situation. 

On the floor of the House they cut $5,500,000 out of the program, 
and that will leave unfinished projects. That is all for that program. 

The Bonneville people will be here to present it in detail to give 
you the situation project by project. 

Dr. Raver will be here before you. 

They have cut out that amount of money and it leaves us with 
several projects unfinished. 

Senator ELLENpDeER. Is it cut out entirely so that you cannot do 
any more? 

Secretary CHAPMAN. Yes, you cannot build lines which are needed. 

Dr. Raver will explain the effect of the reduction in detail. 

I want to skip to the end of my prepared statement because I do 
not want to leave out my own office. 

That is on page 23 of the prepared statement. 


OFFICE OF THE SECRETARY, ADMINISTRATIVE EXPENSES 


One of the most serious problems confronting the Secretary of the 
Interior in recent years has been the lack of an adequate staff to deal 
with matters that must be considered at the secretarial level. There 
has never been a more urgent need for staff services to be provided for 
on a basis that will enable me to discharge my responsibilities as 
Secretary of the Interior. 

Notwithstanding the tremendous increase in the volume of work 
placed upon my staff by reason of the assignment of new responsi- 
bilities related solely to the different programs and to the adjustment 
in our regular activities to fit in with that program, no provision was 
made in the budget estimate for additional staff assistance. 

The House Committee on Appropriations recognized the need to 
maintain an effective organization for Department -wide administra- 
tion and reported the bill out with the full budget estimate allowed. 


HOUSE ACTION 


A reduction of $365,000 was made on the House floor. This reduc- 
tion will endanger the Department’s operation to the point that I am 
compelled to appeal to this committee to restore that reduction. 

I just do not see how one can efficiently and effectively carry out 
the responsibilities of my office with that amount of reduction. 

I have made an honest effort when I presented my budget to cut 
it to a minimum level. I have tried to get people that can deliver 
in their work. I think I have done that. 

Senator ELtenpER. The House committee agreed with you. 

Secretary CHapMAN. Yes. ‘This is by ame ‘ndment on the floor. 

Senator Ettenper. Did the House give you the full amount of the 
budget estimate? 

Secretary CHAPMAN. Yes, for my office. That provided for no new 
positions. 
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The work has increased tremendously. 

Let me make an explanation. 

These defense agencies that have been assigned to me—there has 
been money allowed for some staff work for that group. Even that is 
so limited it is absolutely inadequate to do the defense job which has 
been added to my responsibilities. 

I have to have staff service. I cannot ask the Assistant Secretary, 
Mr. Warne, to take his time to do a detailed staff job. He has to have 
staff aides to assist on the top level administrative and policy work. 

I have to have an adequate staff. I have tried to get one. I think 
we have a competent staff. We naturally make mistakes, probably as 
all of us do. The pressure on the Secretary’s office for time and 
services has increased so much this past 12 months it is almost im- 
possible to explain to you what it means. 


GENERAL PROVISIONS, JENSEN AMENDMENT 


I also wish to comment on the Jensen amendment. I will not take 
time to explain the reasons why the Jensen amendment should be 
stricken. In my opinion there never has been a proposal which would 
result in a more complete breakdown of Government operation than 
would this amendment if it became law. There can be no doubt about 
the danger of the amendment resulting in the suspension of field 
operations where they are carried on by one or two employees. 

Even where a large staff is involved, the restriction on filling vacan- 
cies would render the operation so ineffective that chaos is certain ta 
occur. 

I have requested the bureau heads to explain to you the effect of 
this amendment upon their programs when they appear before the 
committee. Turge the committee to consider carefully the importance 
of deleting this provision from the appropriation bill. 

I mean that exactly. It would break down the operations of the 
Government if we could not fill those places. 

During this period you have more turn-over in employment than 
in normal times. If any vacancy occurs and I could not fill them, 
I would be out of business. 

You could not effectively operate any office in the world under any 
such condition and on any such basis and your operation would be 
a public disgrace. 

NONDEFENSE ITEMS 


Mr. Chairman, 1 have skipped over some of the most important 
sections, but I am going to high light them to vou in a brief statement. 

The National Park Service is not directly related to national 
defense. You might think that you should not appropriate money 
for the Park Service. 

Last year more than 33,000,000 people visited the parks and the 
monuments. 

What are we going to say to those people when those facilities are 
breaking down? 

In many cases that is what has happened. If we do not get adequate 
appropriations to carry on the functions of that Service, you have to 
be prepared to make some explanation to the public. 
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You must give us consideration for these essential services. I am 
not asking for extension of construction. I am asking for the essential 
services and facilities to manage these areas. 

The same applies to the Bureau of Land Management and the Fish 
and Wildlife Service. I am citing these Services I covered, in my 
statement, and I am saying to you that they are important. I do 
not want you to feel because I started off on the power problem 
which was the most directly damaging to our program, that these 
other items are less important. These others are important. 

If we are going to cut them below the essential service to the public, 
then I think we have to consider very seriously whether we are going 
to talk about eliminating services and not just cut them down. 

Senator Haypren. Thank you, Mr. Secretary. 

We will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12 noon, Thursday, May 10, 1951, the hearing 
recessed, to reconvene at 10 a. m., Friday, May 11, 1951). 








